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ARMENIA 


Army Volunteer Problems Detailed 
944K 1108A Yerevan AZATAMART in Russian 
No 15, 19-25 Apr 94 p 2 


[Article by Arevik Arutyunyan: ‘“‘Not Only Moral 
Victories’’] 


[Text] The garrison, which is located in one of the central 
regions of the capital, consists of volunteer units, people 
serving in the army on a voluntary basis. The volunteers 
are considered to be the best fighting men in the army. 
They are distinguished by their good organization and 
ability. They are capable of performing any combat 
mission with small forces, using a small amount of 
military equipment, and with minimal losses. No matter 
what you say, experience accumulated over the years 
plays its role. The majority of these boys, who responded 
to the first call to protect the Armenian borders and to go 
to Artsakh—are bonded to one another by strong friend- 
ship and have been tempered by the harsh experiences of 
war. They are the eagles of the Gayduk detachments 
who, recognizing the need for a regular army, at the end 
of 1992 entered into contractual service. There is no 
doubt that sometimes in the “detachment,” group senti- 
ments show through, but they do not seem to impede 
service in the army any more. 


For many of the old volunteers the main thing is respon- 
sibility and self-sacrifice, and their families have already 
become accustomed to this. The same task of protecting 
the Armenian land from enemy encroachment during 
the last year and a half has brought dozens of men of 
various ages to the army to serve in it on a voluntary 
basis. But among those who have signed up as volun- 
teers, obviously, the largest number are people who have 
been forced to take this step because of their difficult 
socioeconomic position, and they hoped to use their pay 
to feed their families. 


The military unit leaves an infinitely sad impression. 
The barracks, built during the forties, are unattractive. 
The soldiers’ uniforms are worn out and have holes in 
places. Soon they will replace people who are in combat 
positions, although it is apparent that they have not had 
a chance to rest properly. Wounded men who have not 
fully recovered and even certain Azatamart members 
who have been given certificates of disability will be sent 
there. Such 1s the life of the volunteers, which for many 
of them has gone on for six years now. By the admission 
of the commanders, certain of them are not fit for 
combat duty. 


Understandably, a contract army is something new for us. 
But slowness and obvious incompetence in solving the 
most important problems here are simply unforgivable. 


The contract system leaves the impression that it is a 
package of documents that has absolutely not been 
worked through. The volunteer signs a contract without 
having an opportunity to finally clarify his rights, 
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responsibilities, and privileges. The commander is also 
left in confusion because his “rites” of command are not 
clear. Social problems—the miserly pay, uniforms, treat- 
ment, medications, apartments, family, and a multitude 
of other concerns—are constantly producing anxiety and 
disturbing the soldier. A sense of being unprotected 
follows him into combat positions as well, where he 
cannot feel at ease about his family, who are far away 
and have been cast to the will of fate. True, there is a 
certain edict from the president of the republic con- 
cerning privileges and benefits for families of deceased 
and wounded Azatam. t members, soldiers who have 
participated in combat activities, which the president 
mentioned again literally a couple of days ago. But this 
involves such insignificant privileges and benefits that 
all this gives the impression of being nothing but a nice 
gesture. 


And at the same time, problems are quite obvious in a 
contract army. If the objective is indeed to create a 
professional, well-trained army, then conditions gener- 
ating an interest in the service become especially impor- 
tant here. Patriotic zeal can keep a soldier goiag only 
during the initial period of his service, and in unfavor- 
able social conditions with time it gradually burns out, 
which is being felt even among the volunteers who are 
devoted to military service. Is it not surprising that even 
under conditions of ubiquitous unemployment and a 
helpless socioeconomic situation, people very rarely 
volunteer for military service? 


There is no doubt that opportunities in Armenia are not 
great today, but one cannot say that there are absolutely 
no factors that provide incentive for service in the army. 
The volunteer who risks his life is offered an insignifi- 
cant price in the material sense. But the soldier has a 
family and children, and to take care of them is also his 
permanent and sacred duty. 


In Armenia today it is possible to buy an apartment, 
according to a modest calculation, for one day’s revenue 
from a small store. Moreover, there are many apartments 
that actually belong to no one. At the same time many 
military servicemen who are protecting the homeland 
are living in dormitories and basements, under unfavor- 
able conditions. At least this part of the army should be 
provided with apartments, and in general the provision 
of an apartment should be the best incentive for contract 
military service in Armenia. During the course of their 
service soldiers lose years when they could have been 
living in a different way. After service in the army it is 
exceptionally difficult to become accustomed to civilian 
life and to acquire a new specialty. And ultimately it is 
no secret that service in the army, especially in a war 
situation, to put it mildly, does not contribute to the 
development of intellectual capabilities. Sooner or later 
our military servicemen return home, but what will they 
do there? 


This problem exists even today. Many volunteers are 
continuing their service simply because they do not see 
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how they could make a living in this life, especially under 
conditions of a market economy, which are completely 
unknown and incomprehensible to them. In addition to 
material difficulties, in the future military servicemen 
will also experience psychological embarrassment and 
frustration. And a once strong, vital man gradually 
develops the feeling of inadequacy. There will be a new 
stratum in the society—superfluov people who have 
served and fought for anything but this. 


High wages, an apartment, education—these are obvi- 
ously important factors which could bring about compe- 
tition among those who want to enter the army and thus 
stimulate the process of creating it. 


In addition to the material incentive, there is also 
another important condition—state propaganda. Let us 
pay attention to the “respect” the soldier enjoys in 
Armenian reality. As distinct from the Soviet soldier, 
whom the people accepted into their homes as a native 
son, giving him warm hospitality everywhere, the Arme- 
nian soldier today meets with reproof and censure even 
when taking advantage of his right to free travel on city 
transportation. Moreover, the soldier's uniform has 
become somehow offensive to the eyes of those around 
him. Soldiers who are protecting their native land, cruel 
as it may be, are considered frivolous, rolling stones, 
somehow idle and limited people. 


Herein lies one of the main reasons why people try to 
avo d service in the army, and this will continue as long 
as state propaganda is so far removed from the national 
ideology. 


The temporary shelter for draftees into the army and 
reservists who have been called up for three months 
constitutes the same unknown quantity. They spend a 
month here, after which they are sent to a military 
training base. Without mentioning the failures of the 
first draft, one must say that this time there has been 
progress in the matter of organizing the daiiy life of the 
soldiers. The new uniforms are issued right away. Those 
people who are mobilized are fed three times a day and 
given the necessary nutritional norm. The bedding 1s 
clean and the bathing problem has been solved. There is 
always electricity in the military unit and the television 
sets work. Theoretical training lasts for one or two hours 
but practical training is inadequate because of the 
shortage of equipment. After noon those who wish to 
may leave the unit—under the condition that they return 
at a certain hour. Many prefer to stay in the unit where 
they can keep from getting bored. 


So in the modern situation in Armenia the conditions 
created for military recruitment can without exaggera- 
tion be called favorable. The purpose of the active duty 
training is to familiarize men from 25 to 45 years of age 
with at least the fundamentals of military life and teach 
them to protect their native home. Obviously, this 1s a 
sacred task, but how have we prepared the most impor- 
tant thing for carrying it out—the training base? The 
military unit does not even have enough models of the 
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most common weapons for instruction. There 1s only one 
firing range for target practic , and it is used by draftees 
from all seven regions of the capital. Firing practice 1s 
put off tinder the most diverse pretexts—on the first day 
the base is occupied, on the second day—the ordered 
transportation did not arrive, the next day—there are no 
cartridges. Cases like this exacerbate uncomplimentary 
ideas about the army, from the very first day of service 
weakening the vigilance and the composure of those who 
have been called into the army. We do not know what 
awaits people who have been mobilized into the army 
after a month, at the military training base. But if this 
kind of situation prevails here, the effectiveness of 
recruitment is greatly threatened. 


We are not talking about questions of forms and 
methods of mobilization that flout human rights. Nor 
are we talking about the political objectives that are 
realized and the means that are applied, but as for 
elementary military training of the Armenian man—a 
most important and necessary matter of state impor- 
tance—here we cannot close our eyes to the frivolous, 
antistate attitude toward this matter 


A former volunteer, speaking of the sad and difficult 
realities of the army, which, if they seem harmless and 
less than dangerous in the rear, become a cause of losses 
on the battlefield, noted sadly: “It is necessary to do 
something so that today’s heroic battles are not regarded 
by future generations as mere moral victories.” 


Official on Conscription Irregularities 


944K1108B Yerevan AZATAMART in Russian 
No 15, 19-25 Apr 94 p 4 


[Interview with Gevorok Bagdasaryan, chairman of the 
Permanent Commission on Questions of Defense and 
Internal Affairs of the Supreme Council of the Republic 
of Armenia, by Manvel Mkrtchyan; place and date not 
given: “If the Prestige of the Military Were High....”] 


[Text] As we have learned, Mr. Bagdasaryan recently 
returned from the United States where some physicians 
who are our compatriots conducted a complicated heart 
operation on him. The operation was successful and now 
his condition is quite satisfactory. 


[Mkrtchyan] Let us get one thing clear first: Was this 
form of recruitment agreed upon by the Ministry of 
Defense and your commission? Are you not afraid that 
recruitment using mass raids will compromise the very 
idea and increase the alarm in the society while simul- 
taneously creating occasion for various legal infractions? 


{Bagdasaryan] On 27 March of this year the government 
of the Republic of Armenia made a decision approving 
the list of officials not subject to being drafted for 
three-month active duty training. Everyone else, actu- 
ally, by a decision of the government and the Ministry of 
Defense, is subject to the draft. But there is one “but” 
here.... The government is not coordinating all issues 
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with the Supreme Council, particularly with our com- 
mission or the Commission on Legal Questions. And this 
is the reason mistakes have been made. I cannot say right 
now whether there are instructions granting military 
commissariats and the military police the right to 
arrange raids and other such actions. So far we have 
received no written protests from citizens to study them 
and set them in motion, We, like many others, learned 
about this from conversations with friends and acquain- 
tances. According to these conversations there have been 
trading sessions on the spot, and in dollars or Russian 
rubles. Incidentally, there was a discussion of the afore- 
mentioned negative phenomena in the Presidium of the 
Supreme Council as well, but, I repeat, so far we have 
received no written complaints about the commission’s 
orders. 


By one of the resolutions adopted last year the Supreme 
Council made significant changes in the Law on Military 
Duty. They stipulate that if an individual with a military 
obligation does not show up at the military commissariat 
within three days after receipt of his notice, he may be 
held criminally liable. In other words, there 1s no need 
for additional notices or warnings. But, as we can see, the 
organizers of the raids have decided to take the shortest 
path. They decided not to wait until the draftees start 
evading the draft before they resorted to repressive 
measures in keeping with the law, but wanted to solve 
the problem at once, with the help of raids. I think that 
such forms of mobilization are unacceptable. 


{Mkrtchyan] Mr. Bagdasaryan, let us take a look at the 
problem from the other side. As we know, the state 
minister for questions of defense, when summing up the 
results of the preceding recruitment, noted with satisfac- 
tion that when conducting it they managed to achieve 
extremely high indicators. The legitimate question 
arises: If it is possible to achieve such results using the 
structure of military commissariats, what brought about 
the use of such “unacceptable,” as you put it, methods 
during the last conscription? 


[Bagdasaryan] I find it difficult to answer this question 
and I can only give my personal opinion. We have lived 
through a difficult winter and some of our citizens are 
outside the republic. This probably explains why the 
Ministry of Defense resorted to extreme measures to 
provide for mobilization of the necessary number of 
reservists. 


{[Mkrtchyan] The present military-political situation 
shows that our state will be forced to conduct large-scale 
mobilizations in the future as well. What 1s the legal basis 
for conducting them and how good 1s it? 


[Bagdasaryan] The law on military duty regulates all of 
these questions. It has a special chapter devoted to the 
reserve and it talks about both the time periods and 
rights of the draftee and about the social protection for 
his family and everything else. So far we have received 
no proposals to make an amendment to the law and so 
far we see not need to make it either stricter or more 
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lenient. | repeat that we too are dissatisfied with the form 
in which it is conducted...so far that is all 


{[Mkrtchyan] We assume that the reasons for the panic that 
arose during the time of the mobilization and the evasion 
of the service go much deeper than people sometimes try to 
indicate. In this case the most important task is to provide 
for a favorable social and political atmosphere, level of 
psychological preparation, etc. Frequently one gets the 
impression that state propaganda, especially on television, 
does not see this as its task. And one wonders whether this 
is intentional or the result of inability. How do you assess 
ine activity of state propaganda? 


[Bagdasaryan] The gap that formed after the fall of 
communist ideology is now being filled with whatever is 
at hand. There 1s no clear-cut state ideology that could 
fill the vacuum. Possibly this is the reason why many of 
our citizens, including in administrative positions, are 
lacking ideological approaches. In my opinion. this 
explains the panic that arose. If this gap were filled, say, 
with the national ideology of Gagerin Nzhde, | do not 
think that we would be seeing such phenomena. If the 
people had an awareness that every Armenian family 
must have one military serviceman, such a panic would 
not have existed. If the prestige of the military had been 
high, there would not have been this kind of panic at all. 
But to tell the truth, I find it difficult to accuse anybody 
of the situation that developed. It seems to me that we 
are all to blame. And I watch almost no television 
because of a lack of electricity. 


AZERBAIJAN 


Recent Press Censorship Detailed 
944K 10754 Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 25 Mar 94 p 2 


[Article by Eldar Zeynalov: “Baku: Censorship and a 
Subsequent Search; The Press Is Dying in Azerbaijan. 
The Diagnosis Is That It Is Being Throttled”’] 


[Text] Baku—In civilized societies, the enemies of a 
regime are first given the last word and then sentenced. In 
countries with a chilly attitude toward the law, the ruling 
circles try to manage with the least amount of formalities 
and strive, primarily, to silence their enemies during a 
political struggle. The sacred: “There cannot be a plu- 
ralism of two opinions!” is apparently also the main 
slogan of the authorities in post-totalitarian Azerbaijan. 


This naturally affects primarily the lot of free press 
pen-pushers. Since the beginning of the 1988 political 
upswing in Azerbaijan, I do not recall a single govern- 
ment which had loving feelings for them. The difference 
was only in the choice of means for putting pressure on 
the press. Whereas the “reds” with their taste for respect- 
ability, which had been developed during 70 years of 
power, preferred economic methods for throttling the 
press, the “democrats” clearly were tn sympathy with 
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simpler and more easily understood might-makes-right 
police methods of “‘education.”’ 


Life shows that the present government ts actively using 
the “inheritance” of both its party and “democratic” 
predecessors using words disowning the “glorious” past. 


The censorship—both military, to which no one in 
warring Azerbaijan objects, and political—which the 
“democrats” revived, was inherited from the People’s 
Front. The latter type of censorship has not existed since 
last year’s 9 December National Assembly decision; 
however. old acquaintances from the Main Administra- 
tion for Protecting State Secrets in the Press are effec- 
tively rejecting “from stem to stern” any sharp opposi- 
tion material. Even such articles as last year’s report by 
Strobe Talbott to the U.S. Senate giving that country’s 
official position towards Azerbaijan, the Amnesty Inter- 
national report on violations of human rights in the 
republic during 1992 (!) and even the press conference of 
Makhmud el-Said, the UN representative, go under the 
knife. 


The last case, incidentally, is very typical in describing 
censorship methods. During the 16 February press confer- 
ence, el-Said spoke against political censorship in reply to 
a “provoca.ive’’ question from the AZADLYG newspaper 
of the Azerbaijan People’s Front. However, the vigilant 
comrades—the “defenders of state secrets’’—cut this sec- 
tion out. When the UN permanent representative, who 
had been away for several days on his own business, 
returned and beheld the white spot, he asked the news- 
paper for an explanation. Since censorship prudently 
selects both specimens of the newspaper mock-up pre- 
sented to it and does not produce special documents about 
the text correction made by it, AZADLYG naturally was 
not able to show anything and el-Said, (a UN representa- 
tive) probably from political considerations expressed dis- 
satisfaction not with the censorship but... with the abridg- 
ment of his presentation. It turned out that the newspaper 
people themselves had abridged it, treading on the throat 
of somebody else’s song. It was not very funny and a 
painful feeling remained that the notorious ‘‘world associ- 
ation” was deeply indifferent to the fate of a free press in 
Azerbaijan. 


Beginning with the New Year and based on “aesthetic” 
tastes, the most zealous of the censors have forced the 
lines in an article subject to censorship to move further 
apart or the white spots to be filled with loyal articles. As 
one of them artlessly said: “You see, abroad they think 
that our censorship has no democracy.” 


Police oppression of newspapers, whose apogee was the 
dashing adventures of I. Gamidov, the minister of internal 
affairs, and his beating of “guilty” editors with his own 
hands, resumed only quite recently. True, V. Novruzov, 
the present minister, does not condescend to a visit by 
journalists; however, his subordinates have already begun 
to inflict “courtesy visits.” Thus, on 19 February, the 
police deigned to look over a file of bulletins from the 
independent TURAN information agency, after which a 
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wordy dressing-down went from the police to Mekhman 
Aleyev for “anti-government propaganda” (a quotation 
from an interview with ex-president A. Mutalibov by one 
of the Russian newspapers was the spark that lighted the 
fire). 


On | March, a search, which provided no results but 
which, on the other hand, frustrated the production of 
articles, was made in the building where this agency and 
the editorial board of the AZADLYG newspaper are 
located. The next day, the police organized a true 
pogrom in the editoria! board of the TYURKYUN 
YOLU newspaper, whic’) is not very well known. Having 
broken the windows, the police entered the premises and 
search them, after which they carried off th - metal plates 
required for offset printing, a typewriter, a press, and 
dies. 


It comes down to the fact that the police are hindering the 
correspondents’ work. For example, on 19 February 
Yadigar Mametli and Ali Khaziguliyev, employees of the 
Azerbaijan People’s Front information center, who had 
come for a meeting of the opposition, were subjected to 
administrative arrest; later, this also fell to the lot of 
Khalid Askerov, a REUTER correspondent. On 9 March, 
10 correspondents were not admitted to a press conference 
by Abulfaz Elchibey, ex-president and leader of the Azer- 
baijan People’s Front, in the Nakhichevan Autonomous 
Republic. If one looks at last year, 26 of the 33 journalists, 
who were victims in 1993, were persecuted during the 
period of the new authorities. 


Even the recent re-registration of members of Azerbai- 
jan’s Union of Journalists took the shape of a political 
act: New membership cards were issued only to those 
journalists who were in the organization prior to 1990 
(that is, during the communist period). 


However, the main methods of the new authorities are 
undoubtedly economic ones. After the only newspaper 
publishing house, AZERBAYDZHAN, was transferred 
to the jurisdiction of the president's staff in view of 
certain derelictions in its work, such openly opposition 
newspapers as MUKHALIFYAT, KHYURRIYYAT, 
YENI MUSAVAT, 525-DZHI GAZET, DZHUMKHU- 
RIY YAT, AZAD SEZ, and PRESSFAKT have been able 
to publish only a few times in 1994 and some—not at all. 
The reason was a decision of the publishing house’s new 
board that the newspaper editorial boards themselves 
should supply the paper and metal plates for the offset 
printing. These had previously been supplied centrally. 


The recent case involving the independent press distri- 
bution Gaya firm is at the junction of the genres, that is, 
of the police and economic measures used to throttle the 
press. As its director, Matanat Aliyeva, reported, police 
officials smashed a kiosk belonging to the firm on 17 
March and unmercifully beat the invalid kiosk-keeper 
for selling the satirical CHESHMA newspaper which had 
a caricature of the minister of internal affairs (later, it 
turned out that it had been published in a different 
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newspaper with the same name). Soon after this hap- 
pened, M. Aliyeva’s apartment was subjected to a search 
not authorized by the procurator and editions of objec- 
tionable newspapers were confiscated. The next day, the 
police blockaded the operation of all Gaya kiosks. In 
general, there was no discussion of indemnification for 
the losses; on the contrary, financial control bodies were 
set against the firm. 


In M. Aliyeva’s opinion, the persecution of the firm, 
which began its activities recently, has the goal of throt- 
tling the embryonic alternative to the Gasid state firm 
(the former Soyuzpechat), whose work is evoking much 
unfavorable criticism, especially from the editorial 
boards of opposition newspapers. 


Persistent discussions about a certain ‘‘newspaper 
mafia” are circulating in journalistic circles. By printing 
additional editions of the most popular newspapers and 
illegally selling them through Gasid newsstands, it is 
earning large sums (besides selling cigarettes and other 
similar commodities through these kiosks). It would be 
different if they had to pay the editors for the returned 
copies, of which there are more, naturally, with the 
increased circulation. According to the version of certain 
editors, the government winks at these tricks, first, 
because economic harm is being inflicted on the popular 
(that is, independent or opposition) newspapers and, 
second, because Gasid, as journalists and readers have 
pointed out, has been used in a number of cases for the 
purpose of not distributing some newspaper or other by 
failing to deliver it to rayons that actively “read” or 
hiding it under the counter. It makes no difference that 
the kiosk-keepers hold thefr own in Snickers and 
cigarettes and must pay the editors for the losses. 


As a result of the situation that has taken shape, only 225 
(now, probably even less) of the total number of approx- 
imately 700 press publications registered on | January 
have published. Because of the increase in prices for 
newspapers and magazines, the number of subscribers 
has decreased by 57 percent and 66 percent, respectively, 


Is it advantageous for the government to throttle the 
press? Judging from the results of a public opinion 
survey conducted at the end of January in Baku and 
Sumgait, 75 percent of those surveyed preferred to 
obtain their information from television whereas 39.1 
percent preferred it from newspapers, 10.1 percent— 
from radio, and 4.8 percent—from magazines. 


By keeping television under control (R. Guliyev, the 
speaker of parliament, recently assured us that there will 
not be an opposition broadcast before a new nation-wide 
television channel is opened, i.e., until there is a blue 
moon), the government can form public opinion in an 
optimum manner for itself. 


Incidentally, television broadcasts have recently been 
reduced by two hours “because of economic consider- 
ations.” Observant journalists have pointed out that the 
reduction affected Iranian broadcasts after they showed 
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ex-president Mutalibov, who ts hated by the authorities, 
at a time when the multi-hour British Super Channel 
remains inviolable. 


The journalists, however, do not intend to surrender. In 
this connection, the anecdote about the “decadent intel- 
lectual” is recalled. An intellectual is travelling in an 
overcrowded bus. At each turn, a slightly tipsy ruffian, 
who reacts rudely to every comment by the intellectual 
with a “Stop your whining!” falls against him. The 
intellectual waits until his stop, exits and, after the doors 
have closed, shouts with feeling: “But I will continue to 
whine, on principle I will whine!” 


Azerbaijan’s non-governmental journalists are just as 
inclined in principle. They have still not forgotten “‘sam- 
izdat” habits and have already tasted freedom. In any 
case, however, they will find a way to express their 
“sour” words. 


GEORGIA 


Foreign Minister Chikvaidze on Relations With Iran 
944K1102A Tbilisi SAKARTVELOS RESPUBLIKA 
in Georgian 26 Feb 94 p 3 


{[SAKARTVELOS RESPUBLIKA interview with For- 
eign Affairs Minister Aleksandre Chikvaidze: “The Geo- 
political Position Is Unchanging.... A Talk V’ith the 
Foreign Affairs Minister of the Republic of Georgia”; 
place and date not given] 


[Text] A state delegation headed by Foreign Affairs 
Minister Batoni [a term of respect in reference to or 
addressing a malej Aleksandre Chikvaidze returned to 
Tbilisi from Tehran on 19 February. In addition to the 
official visit to Iran, the Georgian delegation paid a 
working visit to the capital of Azerbaijan. 


These days, when almost every basic priority of Georgia’s 
foreign policy is developing dynamically, the official visit 
to the Islamic Republic of Iran was especially meaningful 
and important in many respects. 


[Correspondent] Batono Aleksandre, your trip to Tehran 
and Baku is the first as Foreign Minister since Boris 
Yeltsin’s official visit to Georgia. Why Baku and 
Tehran? Does it carry some specific import? 


{Chikvaidze] Indeed it does. Boris Yeltsin’s recent visit 
closed the regional circle of Georgia’s foreign policy, ina 
sense—that is, it gives final balance to our relations with 
neighboring countries. Defining relationships has put 
many hitherto unsolved problems and puzzles with the 
Russian Federation in their logical place and made it 
much easier to establish contacts with other states in our 
region on a calmer and more reasoned basis. Hence, our 
official visit to Iran and our working visit to Azerbaijan 
are in keeping with this specific context. It begins an 
important stage of improved relations and deeper coop- 
eration. A vigorous regional policy is a top priority of 
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Georgia’s foreign policy, because we remain a regional- 
scale country which can get organically involved in “big 
politics” only by implementing an intensive regional 
policy. 


[Correspondent] Batono Minister, before Tehran you 
went to Baku. What prompted the visit, and what was 
there of interest in it? 


[Chikvaidze] Our delegation had the chance to pay a 
one-day working visit to the capital of Azerbaijan. The 
fact is that Georgia and Azerbaijan face almost identical 
problems at this point in history. So we have a lot to talk 
about and share. One might say that the Georgian 
delegation’s stay in Baku went beyond the bounds of an 
ordinary working visit. We had a lengthy, meaningful, 
and fruitful talk with Azerbaijan’s Foreign Minister 
Hasan Hasanov (incidentally, he grew up in Tbilisi and 
speaks excellent Georgian). His wife is Georgian too. We 
discussed a broad range of international and regional 
problems. We talked about the extreme escalation of 
armed conflicts in Transcaucasia. We agreed to step up 
joint efforts with respect to collective security in the 
framework of the CIS. 


Most important, I met with Azerbaijan's President 
Heydar Aliyev. We talked about the quadrilateral 
meeting initiated by Batoni Eduard Shevardnadze to 
settle the conflicts in Transcaucasia, with Russia, 
Georgia, Azerbaijan, and Armenia taking part. As was to 
be expected, Heydar Aliyev met the Georgian Head of 
State’s initiative with enthusiasm. We agreed that imple- 
menting the idea would be a big step toward normalizing 
the situation in the region. At the end of our talk, I 
conveyed to Batoni Aliyev Eduard Shevardnadze’s offi- 
cial invitation to visit Georgia, and he accepted it with 
pleasure. 


[Correspondent] Batono Aleksandre, was our delega- 
tion’s official visit to the Islamic Republic of Iran 
prompted by any specific factors, and if so what can you 
tell us about them? 


[Chikvaidze] I told you when we started talking, and I 
will repeat it now, that a qualitatively new stage has 
begun in Georgia's foreign policy, or, rather, the imple- 
mentation of its priorities. The present system of inter- 
national relations is a reality for the whole world; it 
began to take shape after World War II and has been 
undergoing very important transformations before our 
very eyes. Time has also brought it about that Georgia 
also has a place in this world order. Clearly and specifi- 
cally determining this place and purpose constitutes the 
chief task of Georgia’s recent foreign policy, the basic 
direction of our efforts and analysis. 


Our single point of departure is this: Georgia’s geopolit- 
ical position remains unchanging; it cannot be affected 
in any way by any change in the system of international 
relations. Georgia has always been and still remains on 
the border between West and East, which is a very 
important factor despite the fact that the traditional 


FBIS-USR-94-046 
30 April 1994 


anxiety of that confrontation has been soimev hat allevi- 
ated these days. The logical conclusion, then, is that the 
influerice of our big neighbors’ short-term and long-term 
interests on little Georgia’s domestic and foreign policy 
is a clearly marked and permanent political process. This 
is an indisputable fact, and so | think that our foreign 
policy’s prime characteristic has to be balance and, as far 
as possible, take account of the set of interacting factors 
which define our actual geopolitical position. | took this 
brief theoretical excursion in order to emphasize the 
elementary truth that Georgia’s permanent, unflagging 
interest toward Iran is what you have calied the factors 
that prompted our official visit. These factors will always 
exist, just as the objective necessity of bilateral relations 
between Iran and Georgia will always exist. Add to that 
the realities that have taken shape through the centuries 
and you get a picture of the extreme necessity of an 
impeccable regional policy. It is in our future interest to 
have close relations with Iran—political, economic, cul- 
tural, and general. This is why relations between the 
Republic of Georgia and the Islamic Republic of Iran 
have been characterized by special intensity since 
November 1991. 


[Correspondent] Batono Minister, what can you tell us 
specifically about your visit? 


[Chikvaidze] Iran’s Foreign Minister, Batoni Ali Akbar 
Velayeti [transliterated], visited Tbilisi last spring. So 
now I paid a return official visit to Tehran, and the visit 
had an objective of specific import. 


The Iranians welcomed us with a very intensive, packed 
program. We visited Foreign Affairs Minister Ali Akbar 
Velayeti the first day. We spent almost two hours talking 
about a broad range of current political problems. We 
talked about many urgent issues of Iranian-Georgian 
bilateral relations and explored many pleasant prospects. 
Naturally, our focus was on major problems of regional 
security and normalization of the situation in Transcau- 
casia. It is a pleasure to report that Iran’s top political 
leaders have complete anu objective information about 
our problems, and, what’s more, Iran’s Islamic Mejlis 
[Parliament] has a functioning Friends of Georgia group. 


On 16 February I met with Iran’s President, His Excel- 
lency Hashemi Rafsanjani. I presented him with a per- 
sonal letter from Georgia’s Head of State. We had a very 
interesting talk, and the President gratefully accepted 
Batoni Eduard Shevardnadze’s official invitation to 
Georgia. 


I mentioned above that our program was a packed one. 
We met with all the ministers in the field of economics 
and the Vice Speaker of the Islamic Mejlis. Very soon, 
many prospects will become a reality. We agreed to 
create a joint economic commission in the first half of 
1994. We can say, then, that the visit was a success. 


[Correspondent] Batono Aleksandre, at the beginning of 
our interview you said that the visit to Tehran is in 








FBIS-USR-94-046 
30 April 1994 


keeping with the specific context of regional policy, and 
you linked that to Boris Yeltsin’s visit. Could you give us 
more details? 


[Chikvaidze] During our talk with Iran’s President it 
became very clear that creating the legal base for relations 
with Russia was truly an urgent necessity for us. Rafsan- 
jani stated directly that he welcomed the improvement of 
Georgian-Russian bilateral relations. What’s more, Iran 
will encourage further development of relations with 
Russia. The President believes that tension between the 
Russian Federation and the Republic of Georgia has a 
direct and negative influence on the situation in the region, 
and Iran can’t help being concerned. 
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[Correspondent] Batono Minister, there has been a lot of 
talk about Iran’s possible support in supplying natural 
gas. Was there any discussion of that during your visit? 


[Chikvaidze] I spoke about that to the Foreign Minister 
and the President in the name of our Head of State. We 
reached an agreement by which we will be supplied with 
one billion cubic meters of gas from Iran; this is to be 
done on the basis of a long-tern. and very favorable 
agreement. The Iranians’ support is due to Batoni 
Eduard Shevardnadze’s prestige. ‘““We will give max- 
imum support to Shevardnadze’s Georgia,” President 
Rafsanjani stated at the end of our talk. 
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ECONOMIC AND SOCIAL AFFAIRS 


Urinson Evaluates Reform Course 


944K1113A Moscow ARGUMENTY I FAKTY in Russian 
No 16, Apr 94 p § 


[Interview with Yakov Urinson, first deputy minister of 
the economy, by Tatyana Korostikova, under the rubric 
“Projection”; place and date not given: “Prices Will 
Grow by a Factor of Five’’} 


[Text] Early this year the Ministry of the Economy offered 
the government several scenarios of the development of the 
economic situation in Russia—what will happen: if every- 
thing is left as is, if credit is given to everyone, if nothing is 
given to anyone, and so on. We asked First Deputy Minister 
of the Economy Yakov Urinson to discuss the scenario 
preferred by the government. 


[Urinson] Our government has resolved to continue a 
quite stringent financial course and reinforce financial 
discipline at the same time, because on one hand we 
have tremendous nonpayments, while on the other, 
enterprises keep a lot of spare funds in accounts at 
commercial banks, and pay taxes poorly. 


The government suggests that the following be done: If 
an enterprise cannot pay with money, let it draw up a bill 
of exchange. If it does not pay on the bill of exchange 
either, then let it pay with its property, that is, go 
bankrupt. At present about 30 percent of our production 
facilities are unprofitable. It would be normal if we could 
shut down 5 percent of enterprises before the end of the 
year. 


If we succeed in making the recession structural (helping 
the best and giving the worst an opportunity to quietly 
close down) production will decline by no more than 12 
percent during the year. Prices will calm down, too. In 
February they increased by 10 percent, in March—by 8.7 
percent. If we could hold on for another month, interest 
on credit would also go down. At present it is 210 
percent. It could be brought to 100-120 percent. As soon 
as interest on credit goes down, capital investment will 
appear. 


Given the policy for which the government has opted, we 
project a growth of prices in 1994 by a factor of five (in 
1993—by a factor of 10). It will come to 7-8 percent per 
month. People will already be able to plan their budgets. 


I think that the exchange rate of the dollar will reach 
3,000 rubles [R]. Since subsidies are not expected, it will 
slowly creep upward. 


[Korostikova] How many unemployed will we have? 
How do you expect to help them? 


[Urinson] There will 3.5-4 million people. At present 
there are 1.2 million. It has already been one year since 
unemployment benefits were introduced. However, it 
would be better for people to have something to do. This 
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is why we allocated funds for retraining (during this 
period people will receive scholarships and adapt). 


We will employ people for public works. Small busi- 
nesses are the third area in which I see tremendous 
reserves. We have proposed tax relief for small busi- 
nesses and have provided for a little money in the budget 
to support newcomers. 


However, the unemployment problem must be tackled 
not only at the federal level. The local authorities better 
know the situation and the way out of it. By law, they can 
resolve to grant relief from local taxes or introduce new 
taxes. 


[Korostikova] Incidentally, about taxes. Will they be 
revised? 


[Urinson] I believe that they will not be revised by any 
means this year. First we need to create a powerful and at 
the same time refined mechanism for the tax system. Our 
system is now as crude as an axe. However, let it remain 
unchanged until we develop a new one and kick it 
around in the parliament every which way. Rules cannot 
be changed before the game is over. When the new 
system is adopted, it should be laid down in the law: No 
changes for five years under any circumstances. 


[Korostikova] However, everyone who engages in pro- 
duction assures us that it is impossible to operate 
because of high taxes. 


[Urinson] They are inclined to exaggerate the tax pres- 
sure here. In 1993 withholdings of all types for the 
consolidated budget of the state came to about 42 
percent of the gross domestic product (GP) of Russia. 
What is the state of affairs in other countries? In the 
United States the corresponding parameter comes to 
approximately 35 percent, in Japan—38 percent, and in 
Germany, almost 50 percerit. Therefore, not only our tax 
burden is heavy. However, the outrage here is greater 
than in any other countrv because everybody, especially 
a segment of directors of state enterprises, wants to shift 
the responsibility for their miscalculations (and resulting 
high costs) onto the state. Besides, many entrepreneurs 
operate on the principle “cry harder, tears bring you 
better luck at cards!” 


[Korostikova] Could it be that everything is not that 
simple? Recently I needed to find a new wave entrepre- 
neur-industrialist, not a state enterprise director. This 
turned out to be difficult. They are few and far between. 


[Urinson] Ninety percent of our economy consisted of 
producers. However, we produced guns, tanks, meat, and 
butter rather than services. There is one take-out kitchen 
per 100 residential buildings, and one laundry per | ,000 
of them. It is precisely in the service sector that the 
shortage is the greatest. For this reason, financial, legal, 
consulting, and consumer services are most profitable at 
present. 


They say that our trade sector is overgrown. Meanwhile, 
its contribution to GDP is smaller than in any other 
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country, even a not-too-developed one. Clearly, the 
capital streamed to the sector, and profits are the highest 
there. Once the trade sector has been saturated, profits 
will begin to increase in production, and more goods 
manufacturers will appear. 


[Korostikova] Nonetheless, the state collects a good deal 
of money from us. However, we do not have any idea 
how it is spent. This is why one kind of expenditure is 
specified in the budget, while the money, to put it mildly, 
is not spent in the intended way. 


(Urinson] A powerful, professional, and depoliticized 
parliament is the only means of genuine control over 
budgetary expenditures. 


[Korostikova] Does the current parliament fit the bill? 


[Urinson] Of course, there are people there such as 
Pochinok, Gaydar, Yavlinskiy, Zadornov, Petrakov, 
Fedorov. One cannot deceive them. On the whole, 
however.... | have spoken before the old parliament and 
before this one. In the previous one, one out of 10 
questions was expert and normal; in this parliament, as 
many as three are. However, this is what I see: The 
further we go, the more politics, playing to the gallery, 
and fueling of passions there is, and the less punctilious 
interest in each number. 


1 have attended the proceedings of the French parlia- 
ment. Nobody discusses over there whether you are in 
favor of the Whites or the Reds. They take a puny 
statistic—expenditures for whatever—and begin to kick 
it around every which way. Either a deputy prime 
minister or a deputy minister of finance makes a presen- 
tation. He is questioned for two hours about a number 
that is one-hundredth of the budget! This goes on for two 
weeks. Following this, absolutely the entire budget is as 
transparent as can be. 


In the process, the press continuously covers who said 
what about the number under discussion and what the 
consequences are going to be if they act in a particular 
way. As a result, people are better versed in budget 
statistics. 


[Korostikova] Do you think that our economy has 
already reached the bottom of its fall? 


[Urinson] I think that this will happen sometime in the 
middle of the year. It will be possible to talk about 
stabilization only after inflation stays at 5-7 percent a 
month for no less than 10 months, only when the 
recession is put in order—not all enterprises will shut 
lown, only the bad ones, and most importantly, only 
when natural investment begins rather than the coercive 
investment we see at present, that is, when our enter- 
prises begin to invest funds in the development of 
production rather than exchange rubles into foreign 
currency. Then a pickup in the economy will begin. 
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Interviewees Discuss Aspects of Economic Integration 


Yavlinskiy on Nazarbayev’s Eurasian Union 


94P50129A Moscow OBSHCHAYA GAZETA in Russian 
No 15/40, 15-21 Apr 94 p 7 


[Interview with Grigoriy Yavlinskiy by unidentified cor- 
respondent, date and place not given; first three para- 
graphs are introduction: “Everything Begins with an 
Economic Agreement. Grigoriy Yavlinskiy Answers 
Questions from the OBSHCHAYA GAZETA Editorial 
Board”’} 


[Text] Requesting him to express his opinion regarding 
Nazarbayev’s proposal on the creation of a Eurasian 
Union, we remembered that in the recent past Grigroiy 
Yavlinskiy more than once was a first-hand participant 
in the preparation of multilateral economic agreements 
between the republics of the USSR. For the first time the 
idea of a similar agreement was presented as a section of 
the “500 Days” program in August 1990. At that time 
Kryuchkov, Pavlov and Abalkin succeeded in con- 
vincing Gorbachev that such coordinated action of the 
republics would deprive him of real political power. This 
became the main reason for Gorbachev's rejection of the 
“500 Days” program. 


The second attempt was undertaken after the August 
1991 putsch. In October of 1991 an all-encompassing 
agreement was worked out which ten republics of the 
former USSR signed. During the course of working on it, 
25 specific economic agreements were prepared—on 
monetary and financial policy, a customs area, free 
trade, migration, social issues, extraordinary situations, 
etc. 


However, the extemely sharp political strugge at that 
stage overshadowed any kind of economic expediency. 
The agreement, which was not successfully implemented 
then, is today the foundation of the organization of an 
economic union. 


[Question] Nazarbayev’s proposal, expressed during his 
Moscow visit, sounded unexpected for many people. For 
you too? 


[Yavlinskiy] Nazarbayev is the kind of leader who polit- 
ically understands economic processes. His position 
always proceeds from the interests of the matter, and not 
from ambition. It is precisely why in 1991 he supported 
in every way possible the work on creating an economic 
union, he always strove to act not as a destroyer, but as 
a creator. That is why the Kazakh president’s statement 
did not strike me as unexpected. 


[Question] Nazarbayev’s proposal detailed such features 
as a unified economic space, a common parliament and 
a defense union. How much do you share his specific 
proposals? 


[Yavlinskiy] It has at first the intent of reestablishing an 
economic union on the basis of that which was already 
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worked out. When the economic union begins to yield 
positive results, then it is possible to discuss other 
elements 


[Question] What time frame do you see for this process? 


| Yavlinskiy! The union ts first of all a common market. 
This should result in a viable working condition during 
1994. The main obstacle to this is the long kiown 
disregard toward integration tendencies on the part of 
many o! our “reformers.”’ Let’s recall, for example, 
Gaydar’s use of the process of unifying the monetary 
systems of Russia and Belarus as one of the grounds for 
his resignation 


[Question] In the last issue of our newspaper we pub- 
lished an interview with Shakhray, where he was in some 
measure a follower of Nazarbayev’s idea. 


| Yavlinskiy] Sergey Mikhaylovich united himself with 
this idea because the more supporters it has, the better. 
But we must not forget that earlier he spoke out very 
fervently against an economic agreement. Now it seems 
that supporting an economic agreement has become 
politically beneficial, it is delightful. 


{Question} How do you evaluate the prospects of support 
and rejection of Nazarbayev’s proposal by Russia’s 
political elite? 


| Yavlinskiy] Nazarbayev makes such statements because 
he was always a consistent supporter of the idea of 
integration. As regards politicians from other states, 1n 
Russia, for example, it is not simple for all of them to 
move away from their former positions. This, in my 
view, explains Moscow’s silence following Nazarbayev’s 
Statement. 


[Question] What do you think about the positions of 
other states of the Commonwealth? 


[Yavlinskiy] It’s not necessary to think about Belorussia 
[Belarus]: the desire for integration is very strong there. 
In Ukraine all the elections revolve around this question. 
There Grinev and Kuchma support the position of 
drawing closer. True, there are opponents. As far as | 
know, in Armenia, Tajikistan, Kyrgyzstan and in other 
siates they are looking for various ways to get closer to 
this idea. 


[Question] As a result of the disintegration, a large circle 
of leaders has come to power who in essence advocated 
this idea. Today evidently the striving for unification is 
the wish, perhaps, of every stratum of society. Does this 
mean that this most recent idea will triumph in reality 
only after all the actors are replaced? 


{Yavlinskiy] In any case it would be desirable if the 
politicians who support integration processes were sin- 
cere and no one would be able to reproach them for the 
state of affairs. it seems to me that in the end, the essence 
of support for Nazarbayev's proposal is not in the words 
which | am now saying in this interview, but in this, 
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apparently, | can add myself to those people who pre- 
pared popular opinion for integration. 


Shokhin Describes New OBSHCHIY RYNOK 
Weekly 
94P50129B Moscow OBSHCHAYA GAZETA in Russian 
No 15/40, 15-21 Apr 94 p 1 


[Interview with Russian Federation Deputy Premier 
Aleskandr Shokhin by unidentified OBSHCHAYA 
GAZETA correspondent, date and place not given: 
“How | See this Newspaper’’] 


{Text} 


[Question] You were the first one who supported OBSH- 
CHAYA GAZETA’s initiative to create a CIS interna- 
tional publication. It was precisely at the session of the 
Consultative Committee that the formulation about 
organizing the economic weekly SNG: OBSHCHIY 
RY NOK [CIS: COMMON MARKET] based on OBSH- 
CHAYA GAZETA was adopted. Why did you support 
this idea? 


[Shokhin] The CIS institutes are still not working effec- 
lively, particularly due to lack of professional tech- 
nology, first of all information technology. Such opera- 
tional information on the situation in each of the 
countries which it 1s now possible to receive is insuffi- 
cient. In addition, meetings on a bilateral and multilat- 
eral basis often arise but the large apparatus of state 
employees and business people who, according to their 
activity should be privy to these mutual relations, do not 
have reliable sources of information. Of course, a news- 
paper cannot be the only source and we are trying to 
create other systems, particularly computer systems for 
exchanging information. But if an economic weekly were 
published, which knew how to give professionals not 
only food for thought but also for action, I think that 
would be a big step toward real strengthening of our 
mutual action. 


[Question] Of course, the features of a newspaper take 
shape gradually. But it 1s already possible to determine 
its basic direction. First of all it is a comparative analysis 
of the situation in one country to another according to 
various parameters. 


[Shokhin] It must be said that if a comparative economic 
analysis can be introduced successfully as one of the 
basic ideas of the newspaper that would be excellent. If 
we know how to give a professional analysis and the 
corresponding prognosis on various themes, be they 
banking affairs, financial management, the consumer 
basket, inflation, etc., the newspaper would be able to 
exert a strong influence on life. 


[Question] Does possible jealousy not embarrass you? 


[Shokhin] So as not to use politicized te1 minology, it is 
possible with a comparison of a specific set of economic 
policy measures and an evaluation of their short, 
medium and long-term consequences to prove of great 
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use to our colleagues and neighbors, rather than by 
pinning on labels. If an element of envy enters the 
professional channel then it will not be an element of 
envy but rather a moment of truth, which leaders need. 


[Question] One of the basic directions of the new publi- 
cation should be integration in the broadest sense of the 
word: from economic union, ensuring a unified eco- 
nomic space, free movement of goods, services and 
capital to the reestablishment of traditional economic 
ties and the search for new companions. What can the 
new weekly do that can be useful in developing this 
process? 


[Shokhin] The very name of the newspaper already 
proposes that it should propagandize four freedoms: the 
freedom for movement of capital, work forces, services 
and goods. Now, when we are trying to build a program 
of practical steps, not just as the basis for these freedoms, 
but also for their practical realization, it is important to 
understand the consequence of these actions. The matter 
is that even on the highest political level the plans on 
how to proceed toward economic union have not been 
charted. At one time a somewhat simplified approach 
prevailed. It was enough to display political decisiveness 
and everything would be reestablished. Now it is clear 
that to reestablish economic links and to remove barriers 
which have appeared in recent years is more easily done 
through the resolution of specific questions than through 
universal outlines. 


It would be desirable if the newspaper could help 
strengthen production links between potential partners. 
Here is an additional field of activity for the paper. The 
search for partners and the corresponding propaganda 
can give an additional impulse to this work: the news- 
paper should not rely on the budget all the time. It should 
become self-supporting. 


[Question] The state of economic and ecological frag- 
mentation tragically affects the problems, the resolution 
of which is possible only through common efforts. How 
can the newspaper help here? 


[Shokhin] I cannot say that these general state projects 
are not found in the field of vision of the CIS govern- 
ments. There is the Caspian, and there is Chernoby]. It is 
impossible to say that they are being resolved effectively. 
It is difficult to say to what decree the newspaper is able 
to help them. More likely, by mobilizing various types of 
resources, inasmuch as it is impossible to resolve these 
problems solely on the basis of state financing. For 
example, we have the Yelabug project; the agreement on 
creating an interstate consortium was signed a year ago 
and the CIS countries are parucipating. If the newspaper 
could attract the most varied investors, or foreign 
capital...Perhaps there could be a possibility to hold a 
contest for interstate projects. The newspaper could 
draw attention to these projects and help decide them. 


[Question] What kind of readers do you see for the new 
newspaper? 
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[Shokhin] | think that a certain stratum of state 
employees has already formed which handles the prob- 
lems of the CIS. The population is also interested in 
knowing what 1s happening in interstate relations. I think 
that Russian businessmen should know what investment 
conditions exist outside the borders of Russia, in the 
near abroad, how to protect their capital investments 
there, and so forth. The newspaper could be an irreplace- 
able source of such information. I hope that it will really 
become one of the first international newspapers, 
although several! publications are contending for this title 
with us. 


Economy Ministry on Prospects for 1994 
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[Article by Nikita Kirichenko, Aleksandr Privalov and 
Andrei Sharov: “Shokhin Has the Opportunity to 
Become the Hercules of the Russian Stables’’] 


[Text] 


There Is No Rebuke In My Letter, And I Had All Of 
You In Mind 


On Monday, 14 March, Economy Minister Aleksandr 
Shokhin took a small document of 9 typed pages to the 
prime minister. The subject of this document was the 
economy ministry's new prognosis for the development 
of the Russian national economy in 1994. On Friday the 
little document was already officially sent to the govern- 
ment apparatus for discussion within the council of 
ministers and for further submission to the Duma. 


We would not be talking about the materials of the 
economy ministry in such detail and so personally had it 
not been for one circumstance: the new prognosis by the 
ministry marks out all preceding computations pre- 
sented by Viktor Chernomyrdin at a council of ministers 
meeting on 4 March in terms of predictions for both the 
economy and the budget. Moreover, the conclusions that 
arise from the new prognosis regarding the need to 
correct the budget may create fairly acute intrigue within 
the government. 


The fact is that the economy ministry's old, December, 
prognosis predicted an industrial downturn of 7 percent 
in 1994 as compared to 1993. The finance ministry 
calculated its budget based on this data. More precisely, 
it calculated not the entire budget, but the income 
portion; it thought up the expenditure portion on its 
own, without coordinating with the economics ministry. 
This lack of coordination resulted in the fact that cen- 
tralized capital investments into the budget turned out to 
be smaller than those which the economics ministry used 
to create its prognosis. Thus it turned out that the old 
prognosis and the draft budget did not coincide. 


But let us note that the old prognosis was composed by 
Yegor Gaydar, who left the government in an untimely 
manner. The new prognosis by Aleksandr Shokhin, who 
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is more sober in his assessments, turned out to be less 
optimistic. According to the latest ministry calculations, 
the downturn will equal 12 percent at best and 20 
percent at worst. 


Twenty versus 7 is considerable, quite considerable. This 
is why the lack of agreement between the budget and the 
prognosis, which was noticeable in the old prognosis as 
well, becomes readily apparent. It is completely clear 
that such unbalanced documents, once they reach the 
Duma (according to a government resolution, both the 
budget and the prognosis are sent to the Duma), will not 
be left untouched by Aleksandr Pochinok. Who will be 
given the axe? 


We think it will be Aleksander Shokhin rather than 
Sergei Kubinits, and here is why. First of all, Shokhin 
will pay for no real reason, just as the bearer of bad 
tidings. After all, the pessimistic variant of the economy 
ministry’s prognosis looks more like the truth, no matter 
how sad this is. It may be noted, incidentally, that it 
corresponds fully to KOMMERSANT’s calculations, 
although they were made using a different methodology. 
Secondly, according to Shokhin, it is the monetarists 
who are firing volleys from the main guns, since the 
economy ministry’s new prognosis states simply and 
honestly that the drift in the direction of a lesser down- 
turn is possible only by means of deficit financing of 
supplementary centralized capital investments, and, 
consequently, greater inflation. If the anti-inflation 
pathos reaches the hearts of Duma members, then the 
government may sacrifice Shokhin. What remains for 
him? This week he will have to choose one of two 
alternatives. 


The first alternative involves pushing a few buttons on 
his pocket calculator to perform a trick with the prog- 
nosis by increasing the VVP [Gross domestic product] 
deflator and by adjusting financial indicators in the 
prognosis to correspond to the budget’s computation 
base. In this case the budget deficit does not increase, 
Shokhin and Dubinin slobber all over themselves, 
remain in the Duma until death, having disgraced those 
of little faith and having acquired approval of the 
proposed documents. All of this is well and good, but for 
the national economy this means an even greater down- 
turn than the predicted 20 percent, since, because of the 
increase in the deflator, real investments will turn out to 
be much less. 


The second alternative for Shokhin is to cross himself, 
stick to his budget variant and hope to drum up some 
large investment while repudiating the budget. 


According to KOMMERSANT experts, it is somehow 
inappropriate to have an economy minister (any min- 
ister, whether Shokhin or not) perform tricks with the 
deflator, like Bulgakov’s Woland. It is especially inap- 
propriate to do this now, when the situation in the 
economy smells more and more of “gasoline”; some- 
thing must be done quickly. 
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The Gasoline That It Smells Of Is Already Produced 
Spontaneously 


In general, any inhabitant of Russia will willingly con- 
firm the fact that the situation in the Russian economy 
demands not just decisive action but some sort of 
qualitatively-different action than that taken heretofore. 
But the inhabitant will confirm this on his own narrow- 
minded, or as the popularizers of science would say 
“everyday,” level. Consequently, it will be easy for a 
highly-educated Duma member to ignore such a confir- 
mation and to insist on a continuation of the previous 
course of therapy. 


Here’s an old joke. The mother forgot to put sugar into 
the tea for her little son. The son is stirring the tea with 
his spoon with no result. ‘Mom, it’s not sweet!” “Keep 
stirring, it will get sweet.” 


So, it looks like no matter how long you stir, things are 
not going to get sweet. The reasons for this are systemic; 
the inhabitant experiences them in his very bones. The 
problems, or at least one of the problems, that besiege 
the Russian economy are beginning to spin out of 
control 


Judging by everything, a new downturn mechanism in the 
economy is beginning to appear. Its essence is the transition 
to a classical depression within the regimen of compulsory 
automatic fluctuations. After all, simplistically defined, 
depressions are crises of overproduction with subsequent 
cuts in entrepreneurship, high unemployment and low 
prices. All of these features that are characteristic canonical 
forms of depression are beginning to reveal themselves here. 


Overproduction is obvious. It is true that here, under 
conditions of an industrial downturn, overproduction is 
relative, but recently it has manifest itself quite authen- 
tically—in the sales crisis that is growing more and more 
urgent (see the survey of wholesale prices in KOMMER- 
SANT Number 8). Economic activities are also being 
curtailed. Moreover, this is proceeding now at an 
increasing pace—whereas during the second 6 months of 
last year the number of lengthy stoppages of enterprises 
and production increased by an average of 7 percent per 
month, in February of this year the pace doubled. 
Finally, the slowing price dynamic is logically included 
in this somber picture. 


Especially alarming is the development of two or more 
interrelated problems. For example, the downturn, the 
sales crisis, and unemployment. As soon as they reach a 
fully discernible stage, they will begin to urge each other 
forward unstoppably. (Let us recall that the pace of 
growth of unemployment during the last 4 months is 
higher by a factor of 2 than in the course of the first 10 
months of last year.) The “domino principle” will begin 
working with its full force—the downturn gives rise to a 
further curtailment in production. Here a kind of tech- 
nological multiplicator quite clearly takes hold. In turn, 
the growing technological gap reaches a critical level, and 
not just individual shops but entire enterprises cease 
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production, and not temporarily, but permanently. 
From this come unpaid vacations and firings. Unem- 
ployment grows, demand falls. And so on and so forth, 
until—until what? 


At least until there is a change in priorities of govern- 
ment economic policy. It is understandable that such a 
change in and of itself is no guarantee of an immediate 
(or even a slow) turn for the better. However, without 
this kind of change it is impossible to speak of any 
improvement. The country has no money and stock 
issues are suppressed. By what miracle will demand be 
revived? How will the creation or maintenance of job 
slots be paid for? How will investment activity be 
revived when, after having reached a certain level, it is 
capable of attracting home the Russian capital that has 
migrated all over the planet? 


Unfortunately, until recently the government has not 
sought answers to such obvious questions; moreover, it 
somehow seemed embarrassed to even ask them. It 
seems that now a very noteworthy moment has come in 
the economic history of our country. On the one hand, 
these questions are beginning to be asked, and on the 
other—it is not too late to ask them. Such a miraculous 
coincidence will not last long - we must beware that such 
questions will quite soon become academic. 


The Last Chance for the Prime Minister to Remain in 
the Shade and the Last Chance for Zavlabs [Laboratory 
directors] to Come Into the Light 


Let us look in greater detail at the political collisions that 
are being created by Shokhin’s predictions. 


For this we must go back in time and remember the last 
presidential message and the meetings of the presidium 
of the council of ministers and the expanded council of 
ministers held to deal with the budget and the directions 
of economic policy for 1994 in the light of the aforemen- 
tioned message. 


Let us recall that the president, recognizing the need to 
reform Russian reforms, on the one hand called upon the 
government to use all its power to fight inflation, and on 
the other hand, looked with understanding at the fact 
that enterprise directors (in last year’s terms—‘‘red”’ or 
even ‘“‘red-brown’’) impatiently expect government 
repayment of debts and support, even if it is selective 
and sometimes structural. The president also admitted 
that the new mass class of owners in Russia (thanks to 
vouchers) nevertheless needs social protection (and not 
at all from the work force). 


In other words, the president gave the government the 
power to make decisions along a very broad spectrum of 
economic policy directions, as long as the decisions 
made sense. 


But as we have already written before, the government 
did not use the chance to raise the banner of reform to a 
new height. This is not surprising; after all, the council of 
ministers used materials still prepared by the team of 
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Fedorov-Gaydar and agreed upon amongst themselves. 
As a result, in his speech the prime minister had only to 
swear unity with the president and to lament the fact that 
the “‘zavlabs”’ were first to abandon ship. 


Presenting his predictions to the prime minister, 
Aleksandr Shokhin (whether he wanted to or not) not 
only placed a complicated dilemma before himself and 
before Sergei Dubinin as to how to behave in the Duma, 
he also quite firmly and impartially pushed the prime 
minister towards making a national political decision. 
Now Mr. Chernomyrdin will have to decide whether Mr. 
Shokhin 1s interpreting the president’s message correctly 
in proposing the variant of “stock issue investments in 
exchange for a slowing of the downturn.” 


Naturally, although the problems of industry are closer 
to the prime minister than the fate of the ““zavlabs,” and 
although Aleksandr Shokhin is evidently much more 
personable than Boris Fedorov, presenting the Duma 
with a budget based on Shokhin’s predictions is equiva- 
lent for the prime minister to entering into open 
polemics with factions opposed to the government. 
There is a double risk in this. First of all, no one wants to 
get tangled up with the Duma. Secondly, the president 
has left himself the option to make clarifications at any 
moment about that which he had in mind in his message, 
and here Shokhin may not have guessed right. For 
example, Aleksandr Nikolayevich did not guess correctly 
which of the four living ex-presidents of the U. S., in the 
opinion of the Russian president, is insulting our great 
power to the largest degree with his behavior at the 
present time. 


For Russian monetarists, for whom the last refuge is the 
state duma, Shokhin’s prognosis is also the question of 
questions. Their game plan is evident. If Shokhin decides 
to reconfigure the budget, to “hammer it out” in the 
Duma to such an extent that the question of his removal 
is put on the agenda, then Chernomyrdin may become 
scared, and for the sake of making peace with the 
attacking side, may propose the post of economics min- 
ister to one of the monetarists. This is their last chance, 
for if Shokhin’s attempt is not successful end his version 
of the 1994 budget is passed, the question of political 
rehabilitation of ‘““zavlabs” will be delayed another year. 
Even then who knows how it will be decided, because the 
“zavlabs” evidently (at least a little, and only amongst 
themselves) cannot but have doubts that their reform 
was ideal. Consequently, a chance remains that if reform 
proceeds differently, reform successes might be some- 
what greater than with their participation 


On the other hand, they are afraid of frightening 
Shokhin, and for this reason are not yet criticizing his 
prognosis, the essence of which 1s undoubtedly known to 
them. First of all, they have their own people in the 
economy and finance ministries, and, secondly, they 
know better than anyone else that the old prognosis does 
not coincide with the budget (after all, they created it 
themselves and made a comparison). 
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Evidently, this is why the press, which chronically sup- 
ports Russian monetarists and any of their innovations, 
has only published articles directed at Aleksandr 
Shokhin personally. They say (with reference to the 
authority of Boris Fedorov) things such as that with the 
indecent reputation that the authors of articles have 
attributed to Aleksandr Shokhin he will have to work in 
the health ministry (as if it befits people with poor 
reputations to work there). Such articles naturally can 
greatly aid criticism of the economics ministry prog- 
nosis, setting even those deputies who understand very 
little about the budget against it. Truly, can a person be 
correct if newspapers write that today some journalists 
do not like his reputation? 


In the light of the aforementioned, we see one powerful 
factor that may influence Chernomyrdin in making a 
fateful political decision. This is the reaction to the 
situation by Mishel Kamlessyu, director of the MVF 
[International Monetary Fund]. If, as a result of meetings 
with Chernomyrdin and Shokhin, he says something to 
the effect that the crash of the Russian economy must be 
stopped at any price, this means that we do not have to 
worry about our homegrown monetarists. 


Malyshkov on Progress in Trade Privatization 


944E0706A Moscow KOMMERCHESKIY VESTNIK 
in Russian No 3-4, Mar-Apr 94 pp 6, 7, 8, 9 


[Article by Vladimir Malyshkov, vice mayor of the 
Moscow government, director of the Department of the 
Consumer Market and Consumer Services: ‘Stores Have 
Become Private’’] 


[Text] Privatization of commerce has opened the door 
for the development of market relations in the country. 
Government divestment should be seen as a process of 
transition to variety in forms of property, to new man- 
agement forms and to entrepreneurship as a means of 
creating a dynamic economy by increasing the stimulus 
to work. 


Why has commerce moved to the forefront of privatiza- 
tion, where it must be acted upon decisively? The reason 
is that no movement toward the market is possible until 
the system of bureaucratic distribution of the produced 
product is broken. For long years a great deal of concern 
was expressed about how to “correctly” distribute, 
whom to take away from, and whom to give to. This 
system of distributing everything is one of the supporting 
members of the command system and its supplementary 
underground economy. 


Time has shown that government trade is basically 
unable to create a real stimulus for the producer, to 
enliven turnover between the city and the village or to 
stimulate goods procurement operations. The economy 
was built on laws of direct distribution, without effective 
reverse ties along all of the parameters of the national 
economy. However, product quality, abundance of 
goods, and conscientiousness in trade—all of this cannot 
be subject to dictates but develops out of economic 
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conditions. The consumer-purchaser has one eternal and 
inalienable right—the right to make choices in the 
market, “voting” with his wallet. This is an important 
feature of an individual's political freedom. 


At the same time, the distribution system turned out to 
be a very costly operation because of the need to support 
a huge apparatus for goods distribution at all levels and 
in all systems (in planning organs, in ministries, in 
soviets of all levels, and so forth). It would be appro- 
priate to note that from the very beginning the distribu- 
tion system was predisposed to abuses, speculation, and 
corruption. Speculation itself is the own child of the 
government monopoly in consumer goods production 
and trade. It is also exceptionally important that the 
market economy allows the country to become an inte- 
gral part of the world economy and to make use of the 
advantages of such a division of labor. To do this we 
must have general business laws, the freedom to trade 
goods, a stable currency and, most importantly, a legally- 
based civil society. 


Privatization of commerce, together with other mea- 
sures, is being called upon to radically alter the situa- 
tion—to remove the administrative superstructure, to 
open the way to competition, and to eliminate ongoing 
shortages, which were artificially created even when they 
did not exist. The distribution system—the government 
monopoly in production, distribution and trade, is to be 
replaced by a social-market mechanism and free trade 
capable of balancing supply and demand in the market. 
This is not a goal but a means. The social! role of 
commerce is being strengthened. Protecting the interests 
of the buyer is a strategic path towards the development 
of trade. Trade is the branch in which we can expect the 
most rapid and radical changes in property relations and 
a high level of privatization. 


In Moscow over 90 percent of stores, public nutrition 
enterprises and consumer service enterprises have been 
privatized. This is a large number, considerably more 
than in any other region in the country. The process of 
“small” privatization has become irreversible and evi- 
dently will be completed, for all practical purposes, in 
the near future. 


As we know, Moscow took the initiative in privatizing 
enterprises in the service sphere from the very beginning, 
when a normative base did not yet exist. A considerable 
amount has been accomplished. Things are always diffi- 
cult for the first to do something. Everyone criticizes 
Moscow-style “small” privatization for being carried out 
in haste, for the things that have not yet been done, and 
for the things that have already been completed. 


Were mistakes made? Yes, they were, and some of them 
were extensive and basic. But not all the criticism that 
continues to this day is conclusive, well-grounded or 
convincing. Much of the criticism is slander and 
intrigue. People write and say things that assume that 
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privatization has »ot yielded anything, that trade points 
are “growing fa,, | and that services to the population 
have deteriorated. 


Everything becomes known by drawing comparisons. 
Let us recall the fall of 1991—the complete breakdown 
of the market, empty stores, demeaning lines, and a 
sense of helplessness. There were many predictions of 
hunger, cold, and revolts. These predictions did not 
materialize, the market is being reestablished. It is a 
truism that to properly understand what occurred and is 
occurring in trade, to make a well-grounded assessment 
of privatization, one should use as a basis the fact that 
the apple (trade) does not fall far from the tree (econ- 
omy). Trade is a slice of the condition of society, its 
barometer. There is no reason to hope for a “good” 
barometer reading when the weather is miserable. In 
trade the diseases of the past and the mistakes of the 
present are manifest as nowhere else. 


Today we can finally say that there is a light at the end of the 
tunnel. The main character in the market is His Highness 
Goods. The shortage of consumer goods was the “birth- 
mark” of our entire history during the existence of the 
command-administrative system. As theoretical and prac- 
tical weapons we had the dogma that consumer demand 
must gradually outstrip goods production and the supply of 
these goods to the population. In other words, under 
socialism demand could never be satisfied, and the tor- 
menting word “deficit” was ours for eternity. 


The concept of ‘real income” long ago became relative, 
because it is impossible to name a product group for which 
demand would be fully met. According to orienting figures, 
during successful 1979 (some sigh about it even now), 20 
percent, and in 1978—already 53 percent of growth in 
savings were the result of unsatisfied demand. 


The pumping in of money unsupported by goods became 
a flood that drowned trade completely in subsequent 
years. The hope that a coxsumer could purchase inex- 
pensive goods, even if he nad to wait in line, was less and 
less justified. Not everything could be bought by far, but 
the population was wittingly issued depreciated money. 


The monetary income of citizens systematically out- 
stripped increases in the total volume of commodity 
turnover and paid services. At the same time there was a 
concealed growth in government retail prices, and the 
quality of goods decreased while prices remained the 
same. This entire shortage of goods was not due to the 
country’s poverty; after all, it was inferior to none in 
military strength. It was the fruit of certain choices and 
ideologies, i.e., the realization of the postulate that in 
contrast to capitalism, our demand must outstrip the 
production of goods and push it forward, and this, they 
said, was the advantage of our state. The crisis within the 
system led right to the collapse of production, and the 
shortage became most urgent. 


A year or two ago the shelves of many stores were totally 
empty. Today, although not everywhere, most shelves 
are filled with goods of the kind the consumer hardly 
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ever saw on the open market even during the best of 
times. Enterprises have appeared that are not inferior to 
the best contemporary models in terms of both quantity 
of products as well as of commercial technology and 
organization and services to the consumer. The most 
characteristic features include complete economic inde- 
pendence of enterprises, their direct ties with suppliers, 
rejection of the practice of state funding with its accom- 
panying trail of paperwork and misappropriation of 
assets and time from a large number of workers, and 
finally, the appearance of new stores on the level of 
world standards. 


Take GUM [Government department store], for 
example, which recently celebrated its centennial. Jts 
collective is pursuing the goal of creating a world-class 
store. No, this is not at all an attempt to “sell GUM to 
foreigners lock, stock and barrel,”’ as some “specialists” 
claim. The goal is a different one: stockholders are 
looking for and finding partners who are multiplying 
their efforts to organize the most modern trade enter- 
prise. Large wholesale trading associations such as Mas- 
ter-Lider, Olbi, Roditi, Ofis-Klub and many others are 
making themselves known. The trade enterprises of 
many countries, including Moskva-Makdonalds, Mosk- 
ovskaya Pishcha, the Russian French MOS-Danon SP 
[Specialized enterprise], the Russian-German Taki- 
Moskva SP, and others, are operating successfully in the 
capital. The old MacDonald’s restaurant and its two 
younger brothers are especially popular. The interest in 
expanding joint commercial operations is evident not 
only in the capital, but in other countries as well. The 
fruits of cooperation include better quality services and 
the introduction of new technologies that are naturally 
based on mutual interests and advantages. 


Would you like to see with your own eyes stores in the 
capital that are commercial jewels in the fullest sense of 
the word? Then visit the Novoarbat or the Tverskoy food 
stores. They have a wide variety of fresh products. The 
stores belong to stockholders and do without mid- 
dilemen. For this reason, the proportion of trading costs 
in the price of the product at the Tverskoy store, for 
example, is a little over 11 percent, which is considerably 
lower than in any other. Having begun 4 years ago with 
a lease, the enterprise is increasing turnover, having now 
reached the billion-ruble-per-month mark. The bank 
joined the food store as co-owner. And another feature: 
Suppliers from near and faraway places abroad trust 
their goods to the store. About 30 percent of goods 
turnover involves products that are sold on consign- 
ment, i.e., with payment going to the supplier after the 
goods are sold to the population. 


There is a considerable number of such stores. Unfortu- 
nately, however, there are many more that one is grieved 
to look at, where the operating principle is “I do what- 
ever | want” and where trade rules are flouted. Intoxi- 
cated by the newly-received freedom and by the oppor- 
tunity to make quick and large profits, such trade 
“points” are moving towards abuse without concern for 
their own development. Every second buyer in such 
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enterprises is cheated in the weighing of the product or 
during the payment transaction. Often the items for sale 
are of poor quality, and sometimes they are downright 
dangerous to one’s health. These, however, are 
remnants, and we will bring order here. 


However, let us return to privatization. If Moscow were 
not in a hurry to complete this work, and had it con- 
tinued to receive goods according to “plan,” and allo- 
cated from “funds,” the picture today would be lamen- 
table. Government deliveries planned last year and at 
the beginning of this year, have fallen through com- 
pletely. The capital has received and today is receiving 
fewer than half of the promised deliveries. About 55 
percent of the food products consumed by Muscovites 
were procured and delivered by new entrepreneurial 
structures. For some industrial goods almost 100 percent 
of goods are supplied in this manner. These are the first 
fruits of rejuvenated trading and its contribution to 
supplying a city of many millions of people. 


Let us explore another aspect of the question—the social 
structure of goods turnover. In terms of forms of prop- 
erty this structure is changing rapidly and quite consid- 
erably. For the first time, Russian consumers put less 
money into state trade than into non-government trade. 
Today the share of the former already comprises only 46 
percent. The proportion of private trading is 40 percent 
and of consumer cooperatives—about 14 percent. 


In terms of privatization pace, retail trade is the leader 
within the domestic economy - 40,000 stores, halls, 
cafeterias and cafes are in private hands today. This is 
only 8 percent, which does not seem to be a large 
number. Nevertheless, this small proportion of pr.va- 
tized enterprises sells as much as the entire state trade, 
and if we also consider turnover in consumer coopera- 
tives this figure is even greater. 


The state store is inferior not only in goods turnover but 
in profitability as well—in private “points” it is higher 
by a factor of 1.5, and in terms of effectiveness of 
expenditure (the relationship of profits to circulation 
expenses}—by a factor of 2. 


Of course, retail prices are higher by a factor of 1.5 in 
private shops than in state stores. However, an enor- 
mous distribution apparatus associated with the practice 
of funding, the writing of orders to receive goods, and so 
forth, has been liquidated. As a result, total volume of 
goods turnover in 1993 exceeded the preceding year by 4 
percent. Note that there was an increase and not a 
decrease. The natural use of basic foodstuffs—meat and 
meat products, eggs, potatoes, vegetables, sugar and 
confectionery items—also increased. 


But let us be fair. Some problems are solved, others remain 
and new ones are developing. Former state and municipal 
enterprises were usually privatized in the capital in the form 
of property of labor collectives. Today only 30 percent of 
them have purchase-sales contracts and attestations of the 
right to ownership. This means that almost two-thirds of 
privatized enterprises have “become stuck’’ between earth 
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and sky—between private and state. Practically not a single 
one of them has, as of yet, a legally formulated document 
related to the right to land use (place where the trade object 
is located). 


Thus, on the one hand, most stores are considered 
owners; on the other hand, strictly speaking their collec- 
tives occupy the role of hired labor. Such “owners” 
naturally do not take the risk of investing assets to 
expand goods turnover and to develop their material 
base. They are interested in transforming profits into 
their own personal wages as quickly as possible. 


Normative documents allow for only two forms of selling— 
at auction or according to “‘strict’” competition in the form 
of closed bidding. But world practice includes other, more 
effective methods. For example, there is special-purpose 
selling not to the one who pays the most but to the one who 
proposes the best conditions for utilizing the trade object. In 
our opinion, a new concept should be included in the 
government privatization program—open trading with set 
conditions. This will become a serious hindrance to those 
who love behind-the-scenes deals. It can be said that the 
most effective forms of selling still fall outside the sphere of 
our activities. 


Incidentally, we should remember that in the relatively 
successful East Germany plants often were sold at the 
standard price of | mark, with the obligation that invest- 
ments be made. The federal government spent tens of 
billions of marks to improve enterprises that were being 
sold instead of submitting to enticing dreams about some 
sort of fantastic income from the sale of their own losses 


An analysis of data on the course of commercial priva- 
tization convincingly shows that enterprises of the 
former state trade are making the transition more and 
more to collective-share ownership by labor collectives. 
This includes the largest department stores, restaurants, 
trade centers, and wholesale bases. Many of them, 
despite the short period of work following privatization, 
have proven that they have managed successfully as 
owners and are able to compete with private owners and 
commercial structures, maintain specialization of enter- 
prises, increase sales volume and raise the level of social 
guarantees for workers. 


We should also stop to consider the figures that reflect 
the selection of a particular method of privatization. 
Auctions, despite their support by an unceasing propa- 
ganda campaign, have not become significantly wide- 
spread. Even today, preference is given to the practice of 
buying out leased property, especially within the sphere 
of retail trade. On the one hand, this is a concession to 
the interest of labor collectives. On the other hand, it is 
a verification of fact—there is an absence of real com- 
petition in the commercial property market. It turns out 
that it is not easy to find other owners willing to invest 
their money in primitive counters, tumbledown struc- 
tures, and equipment that became obsolete long ago. We 
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cannot but acknowledge the sad fact that there has been 
a sharp downturn in the development of the branch’s 
material-technical base. 


The auction is the most widespread, but not the only, form 
of selling. We foresee the possibility of carrying out contest 
sales. The advantages of holding a contest are apparent. 
We are referring to the interests of the population first and 
foremost. One owne: will replace the bakery with a disco- 
bar; another will open a bakery within a “Khleb” [bread] 
store. Moreover, a mandatory condition in a contest is the 
preservation of specialization (commercial profile, sales 
level, services) for a period of 3 years. These stipulations 
must be included in contracts during the subsequent 
changing of hands of the object, if this occurs before the 
completion of the 3-year period. 


Unfortunately, there are problems even with “small” 
privatization. The profits achieved by commercial enter- 
prises do not assure their financial security. According to 
various calculations, deductions decrease possible 
profits by half, and subsequent payments into the 
budget, the payment of numerous taxes and dues curtail 
the remaining half by this same amount. The remainder, 
which as we know, is not always “sweet,” is very small; it 
is even insufficient to purchase goods. The federal 
budget does not earmark assets to maintain commercial 
enterprises. All hope lies in local organs of authority. The 
need for commercial investment is enormous. After all, a 
calamitous reduction in its material-technical base is 
occurring. In 1992, for example, the number of stores 
decreased by almost one-fourth. 


During the period of transition to market relations it is 
vitally important to have government support, especially 
initially. In Poland, for example, beginning commercial 
traders do not pay a turnover or income tax for 2 years and 
| year respectively if they are selling industrial goods. 


Let us summarize what has been said. Commercial 
privatization in Russia, including Moscow, is unprece- 
dented in scale and cannot be compared to the experi- 
ence of any other country in the world, even if we take 
into account the great technical difficulties involving its 
form, the voucher system and the valuation of objects 
being privatized and their property. The privatization 
program passed by the Russian Supreme Soviet provides 
unjustifiably large incentives to labor collectives. Evi- 
dently, it is hardly reasonable to change privatization 
rules while privatization is in progress, and to thus risk 
provoking large social conflicts. Evidently, the current 
stage of privatization must be completed and rules must 
be changed gradually. This must be done according to 
mutual agreements and not according to the dictates of a 
particular side. 


The main difficulty is that property has already been 
divided up, and active control over it on the part of the new 
owners is absent. Here the administration as well as the 
labor collective must play an increased role. This is why it is 
our task to develop effective owners, to formulate rules and 
procedures for redistributing property, and to create a 
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system that will withstand any attempts to squander it. It is 
important to move from a system of almost free distribution 
of property to one in which property is sold, from uncondi- 
tional privatization to privatization based on supplemen- 
tary investment, and to conditions that protect the interests 
and rights of consumers. 


No less important today is the need to strengthen the 
responsibility of those who buy privatized enterprises. 
Here we must adhere strictly to purchase-sale conditions. 
With this goal, contracts must foresee all of the essential 
conditions for providing model services to the popula- 
tion. For our part, we must foresee effective forms of 
control over adherence to such conditions and severe 
sanctions for violations of these conditions. 


The role of commerce is not limited to the sale of goods. 
A no less important task is to provide exemplary services 
to the consumer. The higher calling of commerce is to 
serve man, and that is the whole point of commercial 
privatization. 


Chubays ‘Concept of Post-Check Privatization’ 
Reported 


944E0722A Moscow KOMMERSANT-DAILY in Russian 
8 Apr 94 p 3 


{Report by Vladislav Borodulin and Yelena Kotelnikova 
under the rubric ‘Meeting of the Government Presid- 
ium’: “Voucher Privatization Has a Successor’’] 


[Text] The numerous attempts of the members of the 
government to look past 1 July 1994 took the form of a 
document yesterday; at a closed meeting of the govern- 
ment, Anatoliy Chubays presented a five-page “Concept of 
Post-Check Privatization.” But the meeting was closed for 
a different reason—the government was beginning to 
prepare for the “economic” meeting with Boris Yeltsin. 


According to the authorized representative of the prime 
minister, Valentin Sergeyev, at the meeting reports were 
heard from several ministers on progress in fulfilling the 
government’s March decree. This document is essen- 
tially the Chernomyrdin cabinet’s program of action. As 
was expected, the ministries in fact failed to fulfill the 
decree and the premier expressed “dissatisfaction” with 
his subordinates’ work. His discontent is even more 
justified since the top government officials are to meet 
with Boris Yeltsin in the near future. At that time the 
government is supposed to present its plan of action for 
the future. In a talk with the KOMMERSANT corre- 
spondent, the leader of the analytical group under the 
president, Aleksandr Livshits, noted: ““The government 
holds meetings and discusses some matters, but the main 
thing is still lacking—reforms.”’ He promised to ‘‘com- 
plain” about the government to the president. Thus, 
from Chernomyrdin’s viewpoint, examining the concept 
of post-voucher privatization becomes crucial—some of 
the president’s complaints regarding the lack of an 
overall concept in the work of the executive branch of 
power can be eliminated in that way. 
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The concept of the second stage of privatization prepared 
by Goskomimushchestvo [State Property Committee— 
GK]] specialists illustrates that the ideologues of denation- 
alization are prepared not only to promote but even to 
defend the new priorities related above all to creating 
conditions needed to adapt to the market during an 
enterprise’s privatization. Basic attention will now be 
devoted to selling large blocks of stock to those investors 
who are prepared to invest the most capital as soon as 
possible. Small investors will acquire stock at specialized 
auctions. All this differs fundamentally from the idea of 
voucher privatization, the essence of which is achieving 
social accord while implementing destatization [“‘razgosu- 
darstvleniye’’] of enterprises by using checks as the main 
means of payment and granting preferences to the 
employees of the enterprises. But now GKI specialists 
acknowledge that voucher privatization has exhausted its 
social role (of the 20,000 medium-sized and large enter- 
prises subject to privatization, 80 percent have been made 
joint stock companies, and about 40 million citizens have 
become owners). The nature of the privatization proce- 
dures must also take into account the nonpayment crisis 
and the drop in production—standardized methods are 
unacceptable here. And the new concept is based on 
liberalizing those methods and individualizing the 
approach to each enterprise (bankrupt enterprises in par- 
ticular), as well as extensively enlisting local authorities 
and interested ministries in the privatization process. This 
obviously gives a chance that not just the government will 
approve of the new concept. At the same time, however, 
the change in the tactics of privatization gives the GKI 
ideologues reason to expect that this process will remain 
under their department’s control. 
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[First Box] 
Basic Economic Indicators in the First Quarter 


—volume of industrial production declined by 23 percent 
as compared to the average 1993 value 


—inflation level—36 percent 
[Second Box] 
Basic Mechanisms of Privatization in the Post-Check Stage 


—specially organized sale at investment competitions of 
blocks of stock owned by the government 


—-preferential sale of enterprises to large strategic inves- 
tors (as a rule blocks of stock which make up more 
than 51 percent of the capital stock) at auction or at an 
investment competition 


—sale of at least 30 percent of the stock of any joint stock 
company to investors 


—post-privatization support of enterprises 
Criteria for Providing State Support 


—more than 90 percent of the enterprise’s stock is 
privately owned 


—corporate management requirements are fulfilled 


—no restrictions on buying and selling the stock of this 
enterprise 


—existence of an independent registrar that keeps the 
register of this enterprise’s stockholders. 


Sources and Make-up of Capital of Program of Privatization Support and Structural Changes in Russia 
(total cost of the program—3.005 billion dollars) 





L Pernonanbuplie Pongb! 
noggepxKxu npeanpuaTHis 
11,14% 


3. 3KCNOPTHO-MMNOPTHbIX 
HKOB 
32,95%~ 













£,  ‘NMpegocraansorcs 8 ange 6e3B03Me3HbixX B3HOCOB (TpanToB) 


KpeQuTei MexAyHapogHeix 
or gel oprann3zayna 








Key:—1. Regional Funds for Enterprise Support*, 11.14 percent; 2. Credits from International Financial Organiza- 
tions, 43.26 percent; 3. Credits from Export-Import Banks, 32.95 percent; 4. Technical Aid*, 12.65 percent; 5. 


*Presented as 0) tright contributions (grants) 
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Glazyev Questions Success of Privatization Process 


9445-0737A Moscow ROSSIYA in Russia 
No 14, 13-19 Apr 94 p 3 


Interview with Sergey Glazyev, former RF Minister of 
Foreign Economic Relations, by Yuriy Kozlov, time and 
place not given] 


[Text] Sergey Glazyev, formerly the youngest Russian 
minister, was born on 1 January 1961 in Zaporozhye. He 
graduated from MGU [Moscow State University] with 
distinction in the field of economic cybernetics. He is a 
doctor of sciences. He has published some 100 scholarly 
works and articles on issues of Soviet and Russian eco- 
nomic development. Since the early 1990's he has worked 
on problems of the structural crisis in the Soviet and 
Russian economy and development of approaches to over- 
come it. From 23 December 1992 to 21 September 1993 he 
was Russian minister of foreign economic relations. 
During the time that he worked in this post he was able to 
overcome the downward trend in exports, increase the 
export of finished products, and reach a stable positive 
balance of trade. He retired on 21 September 1993 in 
disagreement with Presidential Edict No 1460, entitled 
“Constitutional Reform in Stages,” which he believed 
violated the Constitution. He is a deputy to the State 
Duma and chairman of the State Duma Committee on 
foreign economic policy. 


[Kozlov] Sergey Yuryevich, how would you describe the 
present state of affairs in the Russian economy? 


[Glazyev] As not very reassuring. The paramount 
problem now is the state budget, a draft of which is being 
reviewed in the Duma right now. The actual economic 
policy which 1s concealed in this draft will not help the 
country out of economic crisis and gives no guarantees 
against plunging into hyperinflation and a disastrous 
decline in production. The validity of the macroeco- 
nomic hypothesis on which the draft budget is based 
raises grave doubts. The budget itself does not fit this 
hypothesis in its income and expenditure parts. For 
example, the income part for foreign economic activity is 
greatly understated. Budget income from the profit tax is 
exaggerated. 


[Kozlov] And yet the budget was written by professionals... 


[Glazyev] We can assume that they were guided by the 
7-8 percent growth rate which occurred at the end of last 
year. Beginning from this they calculated the approxi- 
mate levels of income and expenditures. The reality, 
however, proved much harsher. According to expert 
estimates the drop in production may be much more 
than expected and could be somewhere on the order of 
20-25 percent. Naturally, this will make it impossible to 
reduce the rate of inflation and will put the country on 
the brink of a plunge into hyperinflation. In January of 
this year the drop in machinebuilding production 
reached almost 50 percent compared with last year. 
Possibly this 1s not felt much in governmental structures, 
but the workers whose enterprises have shut down and 
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the sectors whose production volume has decreased 
several times over are undergoing a disaster today. 


[Kozlov] Can we speak of even a rough balance in the 
budget? 


[Glazyev] There is an obvious discrepancy in priorities 
in the expenditure part. It is contemplated that enor- 
mous amounts of money will be spent to maintain the 
fuel-energy complex and agriculture, while inadequate 
amounts are envisioned for science-intensive industry, 
conversion, and stimulating growth in high-tech produc- 
tion areas. The obvious disproportions of the budget 
message, its unreliability to put it one way, lead me to 
think that we have to help the Government formulate a 
normal economic policy and an acceptable budget. 


[Kozlov] Isnt that what the Supreme Soviet, of sad 
memory, was striving for? 


[Glazyev] Well, so everything in life repeats itself. In all 
likelihood we will propose to the Government that they 
join forces with specialists from the State Duma. This 
kind of initiative is in the spirit of recent steps of the 
Federal Assembly, President, and the opposition to 
achieve civil peace and consensus. 


[Kozlov] When can we expect adoption of a refined and 
amended budget? 


[Glazyev] We must try to see that the country enters the 
second half of the year with a ratified budget for 1994. 
Then we will immediately be able to begin work on the 
budget for the next year. 


[Kozlov] Incidentally, what happened to the recently 
published anticrisis program of academicians Abalkin, 
Petrakov, and Shatalin, the Saburov program, and 
indeed, your own program, Sergey Yuryevich? 


[Glazyev] They were certainly considered in preparati’ 
of the President’s Message to the Federal Assembly, but 
they were not actually reflected in the Government's 
economic policy. 


[Kozlov] What do you think of the term ‘“Ukainization 
of the economy?” Much has already been said about the 
similarity of negative processes occurring in the Russian 
and Ukrainian economies. What differences do you see? 


[Glazyev] The term “Ukrainization” is improper from 
the start. Objectively speaking, Ukraine is in a com- 
pletely different foreign economic situation than Russia. 
Russia today has a stable positive balance of trade with 
a very significant excess of export over import. Ukraine, 
on the contrary, has a large and chronic trade deficit. It 
seems to me that without large-scale foreign aid it will be 
hard for Ukraine to overcome its economic crisis. 


[Kozlov] What can you say about the current structure of 
Russian export? The anticrisis program which you 
authored envisions mechanisms to get back the many 
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billions of dollars which have settled in the foreign bank 
accounts of a small number of Russians. How do you 
intend to do this? 


[Glazyev] The structure of Russian export has now 
changed for the worse. Its raw material component has 
intensified anew. As for domestic capital abroad, by last 
summer the Ministry of Foreign Economic Relations 
had introduced a system to monitor foreign currency 
revenue from export of raw materials. It was fairly well 
thought out and had technical support, but unfortu- 
nately, in the second half of the year it practically ceased 
operations. We were not able to stop the leakage of 
foreign currency income abroad. Generaily speaking, 
there is nothing difficult in monitoring export and 
import. The appropriate instruments have been well- 
known for a long time. Everything depends on the desire 
of the Central Bank, Ministry of Finance, State Customs 
Committee, and Ministry of Foreign Economic Rela- 
tions to take the appropriate measures. Judging by 
everything, they still do not have this desire. But every- 
thing 1s determined by the macroeconomic situation in 
the country. Repressive measures produce little here. But 
if conditions for stabilization are secured the investment 
climate will change for the better and legal capital will 
begin to return. As for investment by Russian natural 
and legal persons in physical assets abroad, in particular 
in real estate, this capital is lost forever. 


[Kozlov] What is your attitude toward the method 
established in Russia for determining the exchange rate 
of the ruble in auctions at the interbank currency 
exchange? How well does the rate that is formed 
correspond to the actual ratio of the ruble and the dollar? 


[Glazyev] It seems to me that determination of the 
exchange rate should be a significant, independent ele- 
ment of government economic policy. The rate today is 
established in a largely unplanned way. It is subject to 
such fluctuations that exporters and importers cannot 
make long-term or even medium-term forecasts. It is 
essential to have an exchange rate policy that is indepen- 
dent, intelligible, and predictable for all participants in 
economic activity. I do not think that the exchange rate 
of the ruble today is too low, though. That is, of course, 
if you do not take account of non-commodity, embodied 
Russian assets. The stock market, the market for capital 
still has not started working in Russia. Therefore the 
exchange rate is formed exclusively in the commodity 
market. 


[Kozlov] The last 100 days of voucher privatization have 
come. In your view, has it been possible to accomplish 
the assigned tasks within the framework of the model 
chosen by Goskomimushchestvo [State Committee on 
Administration of State Property]? 


[Glazyev] I do aot think so. Effective ownership mech- 
anisms have not been created in the economy. We do not 
know who three-quarters of the privatized enterprises 
today belong to. If we consider the fact that 80 percent of 
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the commercial banks were formed by industrial enter- 
prises, we will see that the ownership system which has 
developed among them is the system of an undeveloped 
market economy—the so-called “Yugoslav model.”’ It 
leads to chronic depression, galloping inflation, 
economic disintegration, and separatism. Perhaps the 
time has come to look around and move toward creation 
of an effective system of market-based ownership 
relations and not carry this hopeless scheme to its final 
“triumph.” 


[Kozlov] On the one hand everyone talks of consensus 
and national reconciliation, while on the other they 
intimidate you with another round of confrontation... 


[Glazyev] The dividing line does not run between advo- 
cates and opponents of the reforms. It lies between those 
who want to establish order, attain economic success, 
and overcome the crisis and those who continue to rock 
the boat, instill radicalism in public opinion, frighten the 
people with civil war, and stir things up, creating muddy 
waters which they themselves take advantage of. 


Official Discusses Economic Security, Reform 


944E0698A Moscow ROSSIYSKIYE VESTI in Russian 
5 Apr 94 p 4 


[Article by Andrey Zverev, chairman of the Inter- 
Departmental Commission for Economic Security of the 
Russian Federation Security Council: “The Reforms and 
the Country’s Economic Security’’] 


[Text] The forecasts of political scientists and economists 
about a possible economic collapse are not so far from the 
truth. The most important economic and social indicators 
bear witness: a headlong drop is continuing in practically 
all sections of the national economy. In comparison with 
1992 the gross domestic product has declined by 12 
percent and the physical volume of production by 16.2 
percent. A real threat to the economic security of the 
country has emerged. What are its basic features and what 
needs to be done in order to deflect the approaching 
calamity from Russia? The author of this repor: reflects on 
these and other questions. 


In the strongly centralized unitary state with a planned 
economy that was the USSR, the problem of economic 
security was to a considerable extent subordinate in 
importance relative to military and foreign policy 
activity and concentrated primarily on the maintenance 
and augmentation of the resources of the defense 
industry and of state reserves and the barring of a large 
payments balance deficit. The main goal of the solution 
of these problems was to secure the economic, military, 
and ideological invulnerability of the country from 
external forces. Internal security was maintained in 
general by non-economic methods. 


Under the present conditions of the absence of a single 
national economic plan and the contradictory action of 
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market mechanisms, the achieving of the country’s eco- 
nomic security requires special economic, informational, 
and managerial procedures. 


What is meant here? 


The economic security of any state presumes such a state 
of its economy under which, as a result of steady pro- 
gressive and efficient economic development, internal 
social and political stability and the required defense 
potential, defined as the level of reasonable sufficiency, 
is secured, the country’s international economic position 
is strengthened, its position on world markets becomes 
stronger, and its political role and influence in the world 
community is increased. 


This problem has become extremely acute in our time. 
The achievement of economic security is determined 
both by external factors—the drastically increased open- 
ness of the Russian economy to the world market and the 
intensification of its dependence on its active influ- 
ence—and by internal causes related to the acquisition of 
economic development mechanisms and stimuli com- 
pletely different than before. 


The command-administrative system has been disman- 
tled. Centralized planning relationships are being more 
and more widely replaced by market mechanisms— 
economic interest and consumer demand. Thus, already 
in 1993, only a year after the beginning of large-scale 
reforms, the volumes and list of products being 
produced, intersectorial relations and proportions, the 
utilization of the capacities of enterprises and their 
operating mode have been practically totally determined 
by demand, market requirements, and financial limita- 
tions. This is the most important result of the reforms 
under way—the development of market relationships 
and a beginning to orienting production to authentic and 
realistic requirements. 


At the same time, analysis of economic development in 
1992-1993 reveals that far from all the shifts and trans- 
formations taking place under the influence of the 
market correspond to Russia’s national interests and its 
economic security. While positively evaluating the 
movement toward a market economy, one nevertheless 
needs to note the continuously increasing excessive 
‘price’ which society has already paid and will be forced 
to pay for the strategy and tactics selected for the 
conversion to the market. The scale of the present crisis 
and its internal structure are having an extremely painful 
effect on the solution of social problems and are fraught 
with the irreversible destruction of the country’s eco- 
nomic and scientific-technical potential. 


During the last two years alone the drop in production 
based on the most important macroindicators has come 
to about 30 percent, and relative to the pre-crisis level 
has approached 40 percent (even more according to 
some estimates). The drop in production during the last 
two years is steady in character from month to month 
(with certain individual exceptions). At the same time it 
is important to emphasize that recently the drop in 
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production, which in some measure was previously 
structural in character, is acquiring the attributes of 
universal degradation, striking the most progressive and 
highly technological sectors and types of production to 
the greatest degree. Under present conditions the loss of 
production volumes is the loss of a market, moreover not 
only the world market but also the internal market. Once 
having yielded place on the market, occupying this niche 
anew is extretnely complicated. 


Collosal slumps in production, primarily in the fuel 
sectors, the emerging deficits of resources intended for 
maintaining the army and fleet in proper condition even 
now do not permit one to provide the required regimen 
of training exercises, drill, and sometimes even of oper- 
ational duty. An enormous number of warships are at 
anchor. The air and ground armed forces are not per- 
forming the full volume of training programs. 


The state doesn’t have the right to further withdraw from 
the fact that the greatest demand limitations and drop in 
production are observed primarily with respect to prod- 
ucts which can in no way be placed in the category of the 
non-competitive and, especially, of the unnecessary. 
Thus, given an overall drop in production in 1993 of 16 
percent, the output of mineral fertilizers fell by 22 
percent, protein feed—by 33 percent, rolled sheet—by 
21 percent, diesel locomotives—by 33 percent, trac- 
tors—by 35 percent, fabrics—by 27 percent, and shoes— 
by 34 percent. It is impossible not to take note also of the 
uncontrollably developing redistribution of industrial 
output in the direction of the raw material sectors. 


The debate concerning the degree of the interference of 
the state in the economic life of society and first of all in 
the sphere of money-credit and financial relations has 
become the core of discussions concerning the subse- 
quent paths of the reforms. This dispute is not original. 
The fact is that the role of the state in regulating the 
economy was discussed over the centuries. With us this 
problem has boiled down to rather primitive questions— 
is there a Gosplan [State Planning Committee] in Japan 
or isn’t there, will the government allot money for the 
agro-industrial complex or quite the opposite? So low a 
level of discussion indicates at least two things—first, the 
unwillingness of the “marketeers” to debate about rather 
incontrovertible and obvious things, and precisely about 
the fact that the state in Western countries in actual fact 
actively and at times even aggresively interferes in all 
spheres of the economy and, secondly, the inadequate 
theoretical level of their opponents, the “‘statists,”” who 
don’t know, apparently, that there was such a scholar as 
J. M. Keynes, who has created a doctrine under the name 
of “Keynesianism,” the basic idea of which is precisely 
the interference of the state in the economy. 


Let us note, however, that to argue about who is right, 
Keynes or Friedman, and whose recommendations to 
adhere to during the conversion to the market, means to 
run to the same extremes by which the disciples of the 
plan and of the market sinned at the end of the 1980's, 
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or, let’s say, to assert that it’s better to break an egg from 
the blunt end and not from the sharp end. 


One-sidedness is also quite fatal under our conditions of 
market conversion. One can encounter the idea that it is 
enough to “liberate” prices and to not interfere in the 
economy and all will be in order, the hostages of which 
we are already for the third year, perhaps only in 
textbooks as an illustration of how one must not do. 


The key thought of the adherents of the “Chicago 
school” is to overcome inflation at any price. In the 
process the sequestering of budget expenditures and the 
reduction of the money supply emerge as the main 
weapon of this struggle. However, it is generally known 
that inflation is a category not only of the sphere of 
monetary circulation but also of production. In essence, 
inflation is a multi-factor process which affects both 
monetary circulation and production. This is an axiom. 
That is why to restrict emission while not paying atten- 
tion to the catastrophic state of affairs in industry is a 
fatal policy. Of course, it is possible to not pay debts to 
the budgetary sphere for the sake of lowering the infla- 
tion level but what happens with debtors is well known. 
A bitter hangover after the banquet of the “deflationists”’ 
of 1992-1993 awaits the economy in the spring and 
summer. 


It would be a dangerous delusion to assert that a given 
model approved in other countries is suited for Russia. 
Yes, of course, there are economic laws which operate in 
any country. But the conclusion that Freidman’s doc- 
trine is eternal because it is true should not at all follow 
from this. Russia needs its own path, which under 
present conditions can be formulated as “stop and go,” 
simply put, to balance on a tightrope, to pass between the 
Scylla of hyperinflation and the Charybdis of mass 
unemployment and social shocks. 


Let’s examine, for example, the extraordinarily complex 
situation developing in the agrarian sector of the 
economy. Agrarian reform is a measure which has long 
since come to a head which is directed to the creation of 
a mixed agricultural system and its adaptation to market 
relationships. At the same time, while the overall trend 
of the reform is positive, the agrarian sector is presently 
in profound crisis. The reform began here spontaneously 
to a certain degree, which has had an effect on the 
character of its development. Despite the great number 
of decisions adopted, up to now we don’t have an 
integral program for the development of the agrarian 
sector even for the next few years. 


Meanwhile, the situation with the supplying of the 
population with foodstuffs even earlier (prior to 1990) 
represented the most important problem of achieving 
economic security and always was a cause giving rise to 
social tension. The population’s tobacco and milk 
“riots” of 1990 and 1991, which took place even with a 
higher saturation of the food market than now, are 
memorable. The transition to a market system of food 
distribution—when its shortage is manifested not in 
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empty store counters but in the weekly increase in the 
prices of top priority food products—at first glance 
somewhat lessens the acuteness of the problem. How- 
ever, such a situation cannot last for long. The social 
tension in this sphere remains hidden so far and does not 
spill out into the streets. However, with a continuing 
tendency towards an increase in the prices for basic 
foodstuffs and a simultaneous reduction of real money 
incomes, ever broader strata of the population can slide 
into a situation that is “beyond the limit’’ for them. And 
this is fraught with the manifestation of very serious 
social consequences. 


The drop in investment activity is no less profound and 
dangerous regarding its social and political conse- 
quences. During the last two years alone the volume of 
investments in the Russian economy has shrunk more 
than two times and today comes to about 40 percent of 
the pre-crisis level. With such investments there can be 
no talk not only of expanded but also of simple repro- 
duction. Not only progressive structural reorganization, 
but even simple maintenance of production volumes at a 
fixed level, is impossible. The special criticality of the 
situation in the investment sphere is related to the fact 
that the depreciation of fixed production capital is 
approaching 60 percent, i.e., the threshold beyond which 
the destruction of the country’s production potential 
begins. 


The basic factors which have been responsible for the 
investments crisis have been primarily high inflation and 
the drop in production. Inflation has especially strongly 
restricted the internal investment opportunities of the 
enterprises and substantially reduced the basic source of 
capital investments—depreciation allotments. The com- 
plex finan~ial situation of the enterprises has not per- 
mitted them to compensate for the reduction of the real 
volume of depreciation allotments by funds from profit, 
which were distr.buted in the direction of current con- 
sumption. The internal funds of the enterprises being 
directed to investment are inadequate already even for 
the simple reproduction of fixed capital. At the same 
time, under conditions of high inflation, the banks are 
not interested in granting long-term loans of an invest- 
ment character, in connection with which about 60 
percent of all capital investments are accounted for by 
the meager internal funds of the enterprises. Some 15 
percent of the financing from the republic budgets and 
16 percent from local budgets came from centralized 
funds in 1993. In 1993, of 149 facilities for which 
commissioning at the expense of budget funds in accor- 
dance with the federal program was envisaged, only 10 
have been commissioned. 


The process of the accumulation of incomplete construc- 
tion, the volume of which increased by 20-25 percent in 
1993, continues. 


Despite the increase in the influx of foreign investment 
into the Russian economy ($400 million USA in 1993 as 
compared with $290 million in 1992), their amounts 
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remain still so insignificant that they don’t play any 
appreciable role in the overall process. 


The problem of increasing proven mineral resources 
requires special attention. The inadequate financing of 
geological exploration work has resulted in the disrup- 
tion of the required ratios between production and the 
growth of new reserves. For example, for normal repro- 
duction it is necesssary to accrue 2.5 tonnes of new 
reserves for every tonne of oil produced. In 1993 oil 
production amounted to 352 million tonnes but the 
growth of reserves to only a little more than 300 million 
tonnes. This threatens a drastic drop in the »roduction of 
oil in the future, the overcoming of which will require 
very lengthy periods of time. The same situation is 
developing with respect to many non-ferrous metals and, 
in particular, with respect to gold. As a result Russia, 
which possesses enormous potential mineral reserves, 
may find itself on the verge of a fuel and raw material 
famine. 


The expanding crisis has also struck the sphere of science 
(including basic and sectorial, planning and design work 
and experimental production). First-class, world level, 
collectives are breaking up. Leadership in a number of 
directions of scientific and technical progress is being 
lost and the material base is hopelessly aging. The 
country is losing intellectual potential and with it also 
hopes for the revival and prosperity of Russia. 


The state of scientific and technical potential should be 
evaluated as critical, which directly broaches questions 
of the country’s economic security. The crisis in the 
scientific-technical sphere, which is reflected in the 
drastic decrease in the share of expenditures for science, 
the reduction in the number of those employed in this 
sphere, and the closing of a number of scientific schools 
with a world recognition with respect to certain very 
important directions of basic research strategically 
dooms the country to technical backwardness and under- 
mines its scientific and technical independence. 


The drastically increasing openness of the Russian 
economy to the world market and the increase in its 
dependence on its active influence should be included, 
first of all, among the external factors exacerbating the 
problems of economic security. 


Historically, the structure of Russia’s export-import rela- 
tionships developed under conditions of a “directive” 
economy and “willful” prices, which in many respects do 
not correspond to real material and labor costs. This 
determined the substantial effectiveness of foreign trade 
at the level of the high world prices for the goods being 
exported from Russia. 


With the transition to market relationships and the 
gradual establishment of equilibrium prices for exported 
and imported goods, the effectiveness of foreign-trade 
relationships is undergoing substantial deformation, 
which already at the present time is resulting in the 
transformation of relations in foreign trade. 
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The correlation of external and internal prices will give a 
rather clear idea about the change in the effectiveness of 
foreign trade. At the same time the dynamics of external 
world prices is under the substantial influence of Russian 
exports, especially in those cases when trading opera- 
tions are being carried out at dumping prices. 


The most negative processes connected with the effec- 
tiveness of foreign trade are to be noted with respect to 
petroleum products and non-ferrous metals. Thus, for 
petroleum products internal prices are ever more persis- 
tently approaching world prices, which already makes 
their export unprofitable in comparison with the export 
of crude oil. Such a situation is not to be observed in any 
of the petroleum-exporting countries. The effectiveness 
of export is steadily decreasing for all non-ferrous 
metals. Among export goods a significant excess of 
internal prices over external is still maintained only for 
crude oil, although even here the process of a definite 
convergence of these prices is present. At the same time, 
apparently, crude oil will still be able to remain a 
profitable export resource for some limited time. 


The rather high volume of exports in 1993 has been 
achieved, basically, through a significant increase in the 
physical volume of raw material exports. However, such 
growth has not resulted in a growth of foreign currency 
earnings identical to it. In comparison to 1992 the 
effectiveness of the export of petroleum products 
has come to 67 percent, that of phosphate fertilizers— 
52 percent, fabrics—66 percent, and aluminum— 
66 percent. 


An increase in the effectiveness of foreign trade has been 
noted only for ammonia and nitrogen fertilizers (109 and 
156 percent respectively). 


The steady dynamics of a reduction of the effectiveness 
of the export of basic resources and the convergence of 
the internal prices for these resources with world prices 
poses the problem of the prospects of Russian foreign- 
trade relations and of Russia’s place in the international 
system of the division of labor exceptionally acutely. 


This question is becoming further exacerbated against 
the background of the convergence of external and 
internal prices for imported goods (primarily foodstuffs). 
The trend now beginning to show brings Russia closer to 
the place of an exporter of primary raw material 
resources, an exporter of products whose production is 
the most “dirty” and ecologically dangerous. 


Determination of the most important parameters char- 
acterizing the population’s living conditions and stan- 
dard and elimination of the possibility of social, 
national, territorial and other conflicts is the most 
important task of achieving economic security. 


Price liberalization and restraint of the growth of wages 
and social payments has led to a drastic fall in the real 
value of the population’s money incomes. Miscalcula- 
tions and errors in the development and implementat.on 
of the economic policy of recent years have resulted in 
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the catastrophic reduction of the people's living stan- 
dard. The nominal increase in the population's monetary 
incomes in comparison with the end of 1991 has been 
able to half compensate for the growth of prices. Based 
on the level of the consumption of goods Russia has 
found itself thrown back to 10-20 years ago. 


One of the most negative results of the economic refoms 
being carried out has been the drastic fall in the real 
value of the population's money savings. The deflator of 
the gross domestic product (GDP) has increased 431 
times since 1991. As for the financial assets of the 
population being kept in the Savings Bank, ihey have 
increased only 6.5 times. Thus, taking the reduction of 
the purchasing power of the ruble into account, the 
monetary savings of the population have been devalu- 
ated by 98.5 percent. 


According to the calculations of the Ministry of Labor a 
stratum of super-rich people, about three million per- 
sons, exists in Russia at the present time. Primarily these 
are the heads of brokerage firms, commercial banks and 
exchanges and persons engaged in export-import opera- 
tions. One should also group with them the representa- 
tives of the criminal world—corrupted representatives of 
the executive power and the leaders of organized crime 
who form part of the group of the population possessing 
super-high incomes. The primary sources of the initial 
accumulation of capital are: speculation, usury, the 
appropriation of rent revenues which previously went to 
the state, as well as criminal activity. Thus, society is 
rapidly stratifying into a relatively small prosperous 
stratum and the basic mass of the population which is 
growing poorer. According to the data of the Ministry of 
Labor tie “poorest’’ constitute on the order of 40-50 
percent, and the “ordinary poor” 30-35 percent of the 
population. 


The most numerous in the past middle layer of the 
population today comes to only 10-15 percent. A drastic 
deterioration of its professional and social structure is 
occurring at the same time. Previously skilled workers, 
the intelligentsia, and managers basically represented the 
middle class. Now all these strata have sunk to the social 
bottom. The growing distinction in the sphere of mate- 
rial goods depends on personal efforts only to a minor 
degree. The enrichment of some through the impover- 
ishment of others is taking place on a scale never seen 
before. 


The level of the education and the skill of the over- 
whe!lming portion does not correspond to the size of their 
wages since the social stratification that is going on both 
by its scale and by its directions does not correspond 
with the changes in the economy and the structure of the 
population’s employment, the parameters of which are 
equal to the majority of developed countries. 


There are no objective preconditions in the present year 
of 1994 for a change in the trends that have developed. 
Apparently, the forming of a very extensive, but pos- 
sessing insufficient purchasing power, lowest stratum of 
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the population, which will be compelled to direct all its 
monetary incomes to satisfy primary needs and not for 
savings, will continue. The preconditions for creating a 
base for stable economic growth are also thereby under- 
mined. 


The most important task for assuring economic security 
is achievement of the economy's resistance to external 
influences and its ability to quickly and effectively adapt 
to changing conditions. Relationships of an excessive 
dependence on external factors develop otherwise. Thus, 
excessive dependence on external deliveries of compo- 
nents and materials and a high share of imports in the 
consumption of foodstuffs are factors which impair the 
country’s economic security. 


In the final analysis security from external influences 
means the attaining of national sovereignty in the area of 
control over production resources and retention of inde- 
pendence in the sphere of developing and conducting 
economic policy. It stands in the way of the establish- 
ment of the effective control of foreign companies over 
the key sectors and individual most important enter- 
prises of Russia. 


Under conditions of an increase in spontaneity in the 
economy, given inadequate legal regulation, the differ- 
ence in prices on the internal and world markets, the low 
ruble exchange rate and high rates of inflation, commod- 
ity-money flows, being inevitably subordinate to the law 
of the maximumization of profit, are oriented primarily 
to external relations. The chief negative consequence of 
this is primarily the outflow of capital from the country, 
proceeding mainly through illegal deals, and the intensi- 
fied export of strategic raw material. A real drain of 
material and financial resources from the country is 
taking place, which undermines prospects for economic 
stabilization. 


The high degree of its foreign debt is a significant 
external disturbing factor for Russia’s economy. 


The factors mentioned bring Russia’s attention acutely 
to the problem of achieving foreign currency and credit 
security. At the present moment the state doesn’t have a 
sufficient quantity of foreign currency to service the 
external debt. The country’s credit rating, which could 
ensure access to world credit, is very low. And that is 
why we need to the highest degree a foreign currency 
policy which would prevent the drain of foreign currency 
from the country and promote its influx into Russia. 


The process of privatization under way can potentially 
serve as one of the threats to economic security. This is 
connected primarily with an exchange rate of the ruble 
relative to the dollar which is extraordinarily low and is 
continuing to fall. By virtue of this the need arises to 
protect state property from cheap sale and from the 
establishment of the control of foreign capital over key 
sectors of the economy. 


Quite reasonable and well-founded complaints about the 
extremely low profitability of privatization and about 
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the exclusion of commercial structures, primarily the 
banks, from this process are now being expressed ever 
more frequently. A concept of coordination and inter- 
connection between the structural policy of the state and 
its share in the capital of enterprises being made joint- 
stock companies (the so-called golden share) is also 
lacking. 


The growing unemployment is also connected with the 
privatization process to a considerable degree. The 
overall number of unemployed in Russia came to 3.8 
million persons at the end of January 1994, including the 
893,600 persons officially registered in the employment 
service. However, this is only the beginning. A sudden 
surge of unemployment awaits us in the very near future, 
to which, firstly, the start of “voucher-less” privatiza- 
tion, secondly, extension of the process of clearing up the 
finances (sanirovaniye) and of the bankruptcy of enter- 
prises, thirdly, the coming broad diffusion of the circu- 
lation of bills of exchange (veksel) and the right secured 
in the law of recourse to the recovery of debts on the 
property of debtors unable to pay, and, finally, fourth, 
the forthcoming sale of the “golden” shares, which as is 
known, were left in state ownership only for three years, 
will contribute. 


The prompt development of mechanisms for regulating 
the labor market as well as for the social protection of the 
temporary non-working population is necessary in this 
connection. 


By now crime in Russia has come to represent a real 
threat to Russia’s national security and the course of the 
reforms that are underway. Like in a mirror, Russian 
crime reflects the overall state of our society and, first of 
all, its foundation—the economy. Organized crime is 
especially dangerous in a period of political and eco- 
nomic changes. More than 4,000 organized criminal 
associations have been unmasked in Russia; moreover, 
every fourth one of them is protected by corrupted 
officials in various structures. According to expert esti- 
mates, up to 40 percent of the entrepreneurs and two- 
thirds of all commercial structures have been drawn into 
these relationships. 


The growth of social and political instability and the 
weakening of state structures is not the least of the 
factors in the expansion of crime. Corruption represents 
a special danger. The illegal utilization of a state post to 
obtain personal benefits is a special “culture medium” 
for criminal groupings. However, the most terrible thing 
in this abnormal phenomenon is the fact that the cor- 
ruptability of officials of the law enforcement and other 
state institutions engenders among the public a profound 
distrust of the authorities and undermines the faith of 
the people in the law and the state. 


The striving of organized crime to penetrate the coun- 
try’s economy increases. Arguments are being heard 
lately that the investment of illegally obtained funds in 
the legal economy will contribute to its stabilization. 
World experience indicates that organized criminal 
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activity destabilizes all areas of the economy and upsets 
the natural action of market forces, since the huge 
revenues of criminal groups are taken out of normal 
market circulation. 


And that is why it is quite obvious that curbing crime is 
a national task. It must be carried on in parallel with all 
measures to strengthen Russian statehood but be imple- 
mented far more rapidly and effectively. 


An especial threat to the security of Russia as a state is 
that today the same disintegrating processes which led to 
the break-up of the USSR are gathering force in Russia. 
Apart from the very complex ganglions of inter- 
nationality contradictions conveyed to us as a legacy 
from the past, no less acute problems are emerging as 
derivatives from the present state of the economy. 


The new growths of a civilized economy and hopes for 
national rebirth of peoples have in many instances 
become the hostages of extreme forces, political adven- 
tureres of various kinds, and criminal and corrupted 
structures. Inter-regional and inter-nationality conflicts 
and the weakness of the federal power are leading to the 
appearance of local dictator candidates who play the 
separatism card, behind which only a striving for 
unchecked power is quite often to be divined. 


The process of the delimitation of the powers of the 
center and the territories proceeds spontaneously. The 
regional organs of administration either secretly appro- 
priate extra powers to themselves or get them with the 
help of various edicts, decrees and directives. The lack of 
solution of the problem of budget federalism, which has 
provoked a very real tax war with the center, has become 
a problem of economic security. The result of this is the 
delay of tax transfers to the federal budget. The actual 
inequality of the territores both in the creation of the 
revenue portion of the budget and also in the distribu- 
tion of subsidies, which together with other factors has 
been a cause for the process of sovereignty declaration 
which has begun, has become more pronounced. 


There are a great number of examples of the granting of 
privileges to individual regions. The situation when its 
economic situation depends on the status of the region is 
the objective basis of the striving of subjects “done out of 
their share” for an increase in their own status and a 
declaration of sovereignty. 


The differentiation of regions according to the level of 
economic development inherited as a legacy from the 
past is being further intensified through the ignoring of 
the regional sector in the policy of the reforms being 
carried out. The regions where the sectors which have 
found themselves “‘depressed” at the present stage—light 
industry, non-ferrous metallurgy, the timber industry, 
the chemical industry, the military-industrial complex— 
were dominant in the structure of production have 
turned out to be in the most difficult economic situation. 


The transition to market relationships and the weak- 
ening and rejection of the state regulation that previously 
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existed, which at least to some degree maintained the 
balanced nature of inter-regional development, has 
intensified the acuteness and contradictoriness of terri- 
torial problems. As a result almost the entire territory of 
Russia now has problem regions of various kinds. A 
compiex and extreme social and economic situation 1s 
characteristic for all the zones of the North and the 
militarized regions of the Center, the Urals, and South 
Siberia. The social and economic degradation of 
Kalmykia, Tuva, the republics of the Northern Caucasus 
and certain regions of the Non-Chernozem Zone 1s 
accelerating against the background of the weakening of 
territorial regulation. 


In connection with these ever more sensitive problems 
the achievement of economic security at the regional 
level is becoming more urgent. This gives rise to the 
immediate need for developing as rapidly as possible an 
economic mechanism of f deral relations and for devel- 
oping firm and unshakeable principles for the interrela- 
tions of the Center with the subjects of the Federation. 


The government is taking steps to achieve stabilization 
in the economy. In this connection it is important to note 
that at the 4 March expanded session of the government 
it was decided to examine such questions as the devel- 
opment of the budget system of the Russian Federation 
in 1995, which envisages the further improvement of the 
process of budget formation, strengthening budget disci- 
pline, improvement of the tax system, and the putting of 
accounts in the national economy in good order, etc., in 
as short a time as possible. The solution of these ques- 
tions as soon as possible may change the situation in the 
economy for the better. 


In summing up what has been said, let us note that the 
situation can get out of control in the very near future. A 
situation may emerge which chess-players call tsugtsvang 
las transliterated]—each new move leads to a worsening 
of position. And then, despite all the calamities of the 
last two years, this period will appear as a time of 
universal prosperity. 


Now, it seems, it is necessary to consider the basic 
approaches and criteria for the introduction of a state of 
economic and financial emergency. Many are thinking 
and writing about this, but it 1s not clear what this means 
and what specific forms and mechanisms it is to take. 
The development of such a concept is an urgent matter. 


In principle the notion of “‘emergency” is alien to Russia 
and to Russians. During recent years the people have 
repeatedly lived in emergency conditions. A normal, 
stable situation and the creation of a favorable climate 
for the domestic producer are, on the contrary, needed 
now. Preferably one needs in the economy not a special 
or emergency situation but the setting (even legislatively) 
of basic macroeconomic parameters—regarding the 
gross domestic product, the budget deficit, inflation, 
unemployment, etc.—lower than which one cannot sink 
in any case whatsoever. 
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We have touched upon only some of the problems which to 
one degree or another determine the country’s economic 
security, The development of a “National Economic Secu- 
rity Doctrine,” which will define its basic criteria and give 
concrete expression to them in a system of economic and 
production indicators, is the most important task of the 
country’s administration at the present time. The system 
of criteria and evaluations created must serve as a guide 
for the activity of the Government so as to not permit the 
approach of the economy to dangerous limits and to 
reduce the risk of harming Russia’s vitally important 
interests. 


Our information report. Andrey Viktorovich Zverev was 
horn in 1955. He graduated from the Moscow Finance 
Institute and the All-Union Correspondence Law Institute. 
He is a Candidate of Economic Sciences, a full member of 
the International Computerization Academy, and academic 
secretary of the ‘Computerization and Finances’ Depart- 
ment. He worked in the management board of USSR 
Goshank in 1981-1983, in USSR Gosplan in 1983-1990, 
and from August 1990 as RSFSR Deputy Minister of 
Finance. In August 1991 he was acting Chairman of USSR 
Gosbank and after that First Deputy USSR Minister of 
Finance and head of the budget administration of the 
Inter-State Economic Committee with the rank of minister. 
In 1992-1993 he worked in the Center for Information and 
Social Technologies under the Government of the Russian 
Federation. Since May 1993 he has heen head of the 
Economics Department of the Staff (apparat) of the Russian 
Federation Government. He was appointed chairman of the 
Inter-Departmental Commissison for Economic Security of 
the Russian Federation Security Council by an edict of the 
President of the Russian Federation in December 1993. 


Antimonopoly Committee on System of Goods 
Certification 


944E-0738A Moscow KOMMERSANT-DAILY in Russian 
13 Apr 94 p 2 


[Article by Nikolay Podlipskiy: ““The Commission on 
Operational Questions: The Antimonopoly Committee 
Revolted Against the System] 


[Text] The members of the governmental commission on 
operational questions yesterday unequivocally accepted 
the opinion of the Antimonopoly Committee that funda- 
mental reform of the Russian system of goods certification 
is needed. However, the GKAP [State Committee for 
Antimonopoly Policy and Support of New Economic 
Structures] did not really expect to convince all opponents 
immediately; obviously one of its objectives was simply 
acquainting first vice premier Oleg Soskovets with an 
alternative viewpoint on this problem. 


Sergey Bezverkhiy, chairman of the Committee on Stan- 
dardization, Metrology, and Certification, presented his 
view of the department's problems in present conditions. 
According to him, Russia has now joined three interna- 
tional certification systems and ts already completing 
negotiations to join several others (certification of 
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metals, composites, and railway transport). But there are 
a number of unresolved problems in the domestic 
system. Above all this means the weak legislative base; in 
Russia only 6 normative enactments ‘“‘cover’’ this area, 
while there are 33 of them in Japan, 160 in the United 
States, and more than 300 in the European Community. 
Moreover, the switch from the Soviet certification 
system to a purely Russian one—GOST R [All-Russian 
State Standard]—must be accompanied by a concurrent 
reworking of the ‘Soviet’ standards. But the Commit- 
tee’s capabilities do not allow it to conduct refinement of 
the 26,000 old GOST’s quickly. 


Oleg Soskovets gave his opinion on the report briefly: 
‘“Resounding, but nonsensical.’ The first vice premier 
treated the Antimonopoly Committee expert’s report, 
which generally questioned the feasibility of preserving the 
Russian certification system in the present form, with 
much greater attention. In the GKAP’s opinion, at least 
two defects are inherent in it. The first is, that from a 
practical standpoint, the mandatory procurement of a 
certificate of compliance with national GOST’s (which, 
incidentally, is a purely Russian invention) provides the 
Russian exporter with no advantage—the quality of the 
Russian (Soviet) standards themselves is yet to be proven 
in the West. By the way, even on the domestic market the 
system of total certification has not resulted in better 
quality goods. The second defect is that monitoring and 
commercial functions are combined in the Committee— 
the right to issue certificates of compliance is delegated 
only to testing centers and laboratories under the Commit- 
tee’s jurisdiction. At the present time, GKAP specialists 
possess information on ‘‘arrangements” (for example, by 
the certification company “‘Rostest-Moskva” [Russia-test 
Moscow] with Moscow customs) which result in the 
formation of a monopoly on this type of services. 


[First Box] 


During the period 1992-1993, more than 225,000 certifi- 
cates were issued on Russian output, including 180,000 for 
foodstuffs. Moreover, about 108,000 certificates were 
issued for imported output, and of them about 100,000 were 
for food products. More than 2,600 types of goods did not 
receive certificates because they did not meet safety require- 
ments, and that includes 2,000 types of food products. 


[Second Box] 


Russia has joined the following international certifica- 
tion systems: 


¢ highway transport means certification system 
(Geneva Convention of the United Nations European 
Economic Commission); 

¢ MEK [International Electrotechnical Commission] elec- 
trical equipment testing system for compliance with 
safety standards (accreditation of Russian laboratories 
within its framework scheduled for May 1994); 

¢ Brussels Convention on Mutual Recognition of 
Control Marks for Firearms and Ammunition 
(accreditation of Russian laboratories scheduled for 
June 1994). 
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Publication of Abalkin Book ‘In the Throes of 
Crisis’ Reported 
9441-0738B Moscow PRAVDA in Russia 21 Apr 94 p 2 


[Report by Andrey Solovyev: “‘In the Throes of Crisis”) 


{ Text] A new book by Academician Leonid Abalkin, “In 
the Throes of Crisis,’ has been presented to the scientific 
community. It includes research results, developments, 
roundtable statements, and analytical comments. 


“Unfortunately,” the author believes, ‘‘a great deal of 
what was written in the book was confirmed by actual 
1993 results—-by the drop in production, inflation, and 
the collapse of the financial system and monetary 
circulation.” 


Entrepreneurs’ Attitudes Surveyed 


94405994 Moscow MOSKOVSKAYA PRAVDA 
in Russian 8 Apr 94 p 10 


[Survey results reported by Professor O. Mushtuk, head 
of the Political Sociology Department of the Moscow 
Institute of Economic Statistics and director of the 
Institute of Political Management of the the Moscow 
International University of Business and Information 
Technologies: “Business: A Group Portrait Against the 
Background of Politics”’] 


[Text] Among the mysterious strangers who have sud- 
denly appeared in society as a result of Russia’s move- 
ment toward the market, perhaps the most unfamiliar 
and mysterious is the class of Russian entrepreneurs. 
Because of the almost complete absence of reliable 
information on the entire range of “specific” character- 
istics of this class, it is more likely to be perceived by 
many Russians with a “minus” sign rather than a “plus”: 
if one is not a “highway robber,” then he is not “one 
involved in hard work.” 


This perception is far from wrong all the time. However, 
it can hardly be considered a mirror image, that is, an 
objective reflection of reality. It should be taken into 
account that in the exceptionally complex and agonizing 
processes of ‘‘class formation” and “class creation,” it is 
not always what comes to the surface and is apparent to 
the naked eye that represents the deep-seated essence of 
a phenomenon. In order to establish a really true picture 
of what is taking place, painstaking work with ‘“‘real- 
ity’ —that is, serious scientific research work by sociol- 
ogists, political scientists, and psychologists who are 
engaged in applied science in the very midst of the 
entrepreneurial class—is required. 


The Center for Political Research attached to the Insti- 
tute of Political Management of the Moscow Interna- 
tional University of Business and Information Sciences 
[MMUBiIT] conducted a survey of students in a special 
department of the institute in February. These are young 
Moscow entrepreneurs (average age 30 to 35) who work 
in the finance field and are studying the “subtleties” of 
market economics in time “outside their principal 
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employment”; they are clearly aware that their future 
(and the future of Russia’s entire entrepreneurial class, 
incidentally) depends primarily on knowledge. The 33 
respondents were given a questionnaire with testing 
elements in the questions integrated with the problem of 
relationships between business and politics. 


Question: Which of the three definitions of politics is 
closest to reality in Russia? (A. Politics is a method of 
producing legal orders and directions for society; B. 
Politics is the struggle for power and competition among 
individuals and groups in the distribution of rewards and 
benefits within society; C. Politics is the art of living 
together, the art of unifying a large number of people.) 


Results of the answers (A-0, B-30, C-3) speak for them- 
selves: the overwhelming majority of respondents perceive 
politics not as socially useful management, but solely as an 
arena of struggle for power and access to “the state feeding 
trough.” There is no need to demonstrate that in Russia, 
where property and power continue to be intertwined with 
each other, this is really the predominant aspect of politics. 


Question: Which of the three statements impresses you the 
most? (A. When the authorities become involved in eco- 
nomics, it is bad; B. Any state intervention in economic life 
is useful to the extent that its harm is recognized; C. The 
state’s regulatory intervention in the economy is a necessary 
condition for its balanced development.) 


Results of the answers (A-4, B-7, C-22) reflect the real- 
ization that a market economy cannot exist in Russia 
without the appropriate state support. Removal of the 
state from this sphere entirely is no more than social 
utopia. 


Question: Is the solution of most of the prob’ »ms related 
to the public’s survival a priority function of the state? 
(A. Unquestionably; B. To a certain extent; C. No.) 


Results of the answers (A-6, B-23, C-3, and undecided-|!) 
indicate the predominance of those who advocate a socially 
oriented model for the market, within the framework of 
which the state provides for a certain guaranteed level at 
which the public’s needs are met for the services of public 
health, education, housing, and so forth and provides for 
social protection of the poor and unfortunate. 


Question: What obligations with respect to business 
should be assumed by the Russian State, in your 
opinion? 


The answers received make it possible to establish three 
basic groups of such commitments: 


—provision for the personal safety of entrepreneurs and 
protection from mafia structures, racketeering, and 
extortion by officials; 


—reasonable taxation which stimulates entrepreneurial 
activity; and 


—legal support for entrepreneurial activity and improve- 
ment and strict observance of the laws. 
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Question: Do you agree with the statement “A free 
market has many advantages, but they do not include 
fairness’ (AFL-CIO President L. Kirkland)? (A.I fully 
agree; B. I agree in part; C. 1 do not agree.) 


Results of the answers (A-9, B-19, C-4, and undecided-1) 
indicate that the majority of respondents are not 
afflicted with the “market romanticism” syndrome (such 
as:“‘give complete freedom to business, and order and 
fairness will be established automatically in society”). 
Most of the respondents realize that entreprenuerial 
activity needs a definite system of checks and restrictions 
(primarily legal), so that those with economic power do 
not cross over the line beyond which private interest 
conflicts with the public interest. 


Question: Define th: ideological orientation of the 
author of the folloving quotation: “The task of an 
enterprise is to produce for consumption, not for easy 
profit or speculation. Speculation with finished products 
has nothing in common with business—it is mo more 
and no less than an acceptable form of stealing” (H. 
Ford, Sr.) (This was stated by A. a communist; B. a 
social-democrat; C. a liberal-conservative.) 


Results of the answers (A-21, B-5, C-6, and undecided-1) 
show that most of the respondents have a hazy idea of the 
functional role of business (production and the supply of 
socially useful goods and services) and its moral and value 
principles and imperatives. 


Question: Name the principal difficulties you are 
encountering in your entrepreneurial activity. 


The spectrum of problems identified (aside from those 
indicated in the answers to Question No. 4) is as follows: 


—nonfulfillment of contract commitments and dishon- 
orable conduct by partners; 


—lack of support in the organs of executive authority 
and their corruption; 


—bureaucratism and amateurishness of officials: 


—poor information support (especially with respect to 
demand and competition); 


—political instability and the unpredictability of politics 
and the absence of a clearly defined government 
policy; 

—inflation and the instability of the dollar, 


—the lack of funds and essential contacts: 


—the lack of practical skills and the ability to work with 
people; and 


—the lack of knowledge and other factors. 
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Question: Which one of the following 10 political figures 
would you give preference to: (B. Yeltsin, V. Zhiri- 
novskiy, V. Chernomyrdin, N. Travkin, Ye. Gaydar, K. 
Borovoy, S. Shakhray, A. Sobchak, G. Yavlinskiy, G. 
Zyuganov)? 


Results of the answers (9 for G. Yavlinskiy, 4 each for 
Ye. Gaydar and B. Yeltsin, 2 each for S. Shakray and A, 
Sobchak, | each for K. Borovoy, V. Chernomyrdin, and 
N. Travkin, and 9 undecided) enable us to conclude that 
leading Russian politicians, with the possible exception 
of G. Yavlinskiy, do not inspire particular confidence 
from the respondents. This distribution reflects the need 
for new faces to make their appearance on the Russian 
political scene. 


Question: Who holds the real power in Russia at present, 
in your opinion? 


Results of the answers enable us to conclude unequivo- 
cally that the overwhelming majority consider two forces 
to be the holders of real power—the shadowy mafia 
structures (25 “for”) and the bureaucratic machinery (21 
“for’). Further, to a lesser degree: the VPK [military- 
production complex] (5 “for’), the president and major 
financial-commercial corporations (4 each), the govern- 
ment (3), and the SMI [mass information media] (2). If it 
is taken into account that nine-tenths of the private 
enterprises in Russia today are under the influence of 
organized crime to one degree or another, it is apparent 
that the respondents are not so far from the truth. 


Question: Which of the following personality types best 
describes your attitude toward politics? A. an apolitical 
citizen; (B. a passive citizen; C. a competent critic; D. a 
competent observer; E. an activist.) 


Results of the answers (A-5, B-9, C-8, D-11, E-1) lead to 
the conclusion that practically all the respondents disso- 
ciate themselves from politics. Meanwhile, the position “‘I 
do not want to be involved in politics, | want to engage 
only in business” is inadequate in the current situation 
in Russia, when the formation of a market economy 
depends mainly and fundamentally on policy and who is 
directing this policy. The right “to be outside of politics” 
has really been earned and provided for only by the 
developed market democracies. But for us, in light of 
what has been stated above, this is an impermissible 
luxury, especially for those who seek to become the 
masters of their destiny and do not want to depend on 
the ‘“‘mercies”’ of the state. 


Question: What is the principal reason for Russia’s 
current problems, in your opinion? (A. those in power 
are not professionals; B. professionals are in power, but 
they are constantly interfered with; C. both.) 


Results of the answers (A-2, B-2, C-26, undecided-3) 
enable us to draw this conclusion: at the level of the 
structural and functional organization of state authority, 
the overwhelming majority of respondents adequately 
reflect the subjective reasons for the processes of crisis in 
Russia. On one hand, the country is really suffering from 
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the lack of professionalism and incompetence, a lack of 
responsibility and actions ‘‘on the off-chance” peculiar 
to many “new” politicians who came to power on the 
wave of democratization and who are learning the art of 
state administration ‘on the job.’ On the other hand, the 
intense opposition to changes from the numerous “hold- 
ers’ and “managers” of state property, those who have 
“privatized” the state authority of the nomenklatura and 
bureaucratic circles, the mafia structures, and others is 
having an effect. 


Question: If new elections to the State Duma were held 
today, which parties and voting blocs would you vote 
for? 


Results of the answers: 6 each for ‘‘Russia’s Choice” and 
“Yabloko,” 4 for the RDDR [Russian Movement for 
Democratic Reforms], 2 for the PES [Economic 
Freedom Party], | each for the PRES [Party of Russian 
Unity and Accord], DPR [Democratic Party of Russia], 
and “Women of Russia,” and 12 undecided. We may 
speak of the “lack of party affiliation” in the political 
consciousness of most of the respondents and their “vote 
of no confidence” in the parties and blocs which are 
actually taking part in the exercise of political power in 
Russia today. 


General Conclusions 


We are dealing with representatives of the class of 
Russian entrepreneurs which is being “born in torment” 
(taking into account that this is not a very favorable 
environment, and, in places, one that is even openly 
hostile), and one that has been formed only as “‘a class in 
itself’ at present. The overwhelming majority of respon- 
dents are “standing firmly on their own feet,” that is, 
they view life quite realistically (without romanticism 
and illusions) and perceive it most often as it actually 
exists. The majority distinctly acknowledge their own 
special interests and the numerous problems facing pri- 
vate enterprise activity in Russia. The obligations which 
the state should assume toward business are also 
expressed very specifically. However, as far as the public 
obligations and value imperatives of business itself are 
concerned, there is a certain ‘“flabbiness” and “haziness” 
here. 


The respondents’ perception of the state as an institution 
which “has an obligation to business because of its 
position” (as well as of such specific holders of political 
power as parties and their leaders) is more negative than 
positive. Social criticism and skepticism predominate. At 
the same time, we do not see a sufficient amount of 
awareness that a state “obligated to business because of 
its position” (with the present distribution of political 
forces) will turn to this by itself, and that it must be 
constantly pushed in this direction, and even “forced” to 
do so. The economic power concentrated in entrepre- 
neurial circles should be turned into a political resource 
for ‘“‘power”’ pressure on the state and its structures and 
“incentive” for them to take part in a business partner- 
ship with equal rights. Both from without (through a 








30 RUSSIA 


developed political infrastructure of parties, public asso- 
ciations, and so forth) and from within (through direct 
“assumption of authority by individual entrepreneurs” 
and by putting “their own people” in parliament and 
other representative organs, and so forth). And this in 
turn assumes a target-oriented investment of capital and 
development of the special field of free enterprise and 
political business, with broad participation by specialist 
professionals (economists, sociologists, political scien- 
tists, jurists, and so forth). 


Tax Collection Problems, Possible Solution Viewed 


944E0742A Moscow RABOCHAYA TRIBUNA 
in Russian 23 Apr 94 pp 1-2 


[Article by A. Degtyarev: “Three Misfortunes in Russia: 
Fools, Roads, and Taxes”’] 


[Text] The chief misfortunes in present-day Russia are 
three: fools, roads, and taxes. Taxes, moreover, are looked 
on as a misfortune not only by the economy, which has 
been assessed to the max, but also by the government, 
which has been utterly unable to collect them and so keeps 
coming up with new ones. 


The three misfortunes seem primordially given us. Let us 
turn, for example, to the era of Ivan the Terrible, since 
just like our blessed perestroyka, it developed smoothly 
into a great Time of Troubles. 


Over the thirc quarter of the sixteenth century, sovereign 
assessments increased by a factor of 10. The peasantry 
answered this increase with a massive curtailment of 
taxable landholdings, moves, and wholesale flight to the 
south—to the frontier. The government parried the 
popular challenge with edicts on enserfment and a new 
increase in collections. By the beginning of the seven- 
teenth century, the situation had become absurd. A 
landholding that had been worked for half a century 
before by a single peasant now came to accommodate 
150 households. Not that each of them began to till less; 
the tilled fields simply became secret, and so not subject 
to the heavy tsarist assessment. To put it in modern 
terms, the economy became substantially a shadow 
economy. As a result, many fewer taxes now reached the 
treasury. And the government, in the person of the 
expanded departmental apparatus, never tired of 
devising more and more new assessments. All kinds of 
money was collected: from the Strelets special military 
corps, from colonists, from town dwellers, from convicts, 
gross taxes, road taxes, and so on and so forth. 


The state just couldn’t get rich, though! Because col- 
lecting taxes from a shadow economy, as we well know 
today, is impossible in principle. At the time the clerks of 
the Boyars Council, the glorious Gaydars of those times 
long past, decided to replace the land tax with a house- 
hold tax. The unexpected result was not an increase in 
taxes collected but a sharp increase in household size. 
Within a few years there were 20-30 huts behind a single 
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gate, with tens of families living in each hut. But it was a 
single household! The same taxes were paid as on a single 
household. 


The keen struggle between state and subjects continued 
for a hundred years—until the Great Transformer intro- 
duced the per capita tax, which functions in the form of 
an income tax even now. 


However, it is not enough to introduce a tax. You have to 
know how to collect it. The methods Petr I used to collect 
them in our homeland are remembered to this day. One 
way or another, though, taxes began to flow into the 
treasury, and the state was even able to carry out a few 
investment programs—for istance, to build our 
nation’s supremely powerful navy, whose three hun- 
dredth anniversary we are about to celebrate. 


The current rulers are a long way from achieving an 
effectiveness of tax policy on Petr’s level. They seem to 
be somewhere in the early seventeenth century, for their 
actions (like taxpayers’ answering measures) are stun- 
ningly reminiscent of the situation sketched out above. 


The situation that arose around the drafting and 
approval of the 1994 budget convinces us without a 
doubt that the mentality of the present-day Russian 
government has not advanced very far from the experi- 
ence of previous centuries. I will cite merely the latest 
observation of parliament economic figures, published 
last Thursday in NEZAVISIMAYA GAZETA. The tax 
burden is increasing notably, they state gloomily, after 
studying the draft budget. The profit tax has been 
increased to 6 percent, a 3-percent “special tax” has been 
introduced, property tax has been raised to 2 percent, a 
l-percent transportation tax has been introduced, and 
duties have been raised on imports. 


But to promulgate an edict about raising taxes is by no 
means the same as increasing the income to the budget. 
The same parliamentary authors state with a heavy sigh 
that even with an increase in the total tax burden, the 
government is too weak to pass specific and real mea- 
sures to increase the income to the budget. Or, to speak 
in ordinary language, they don’t have what it takes to 
collect the taxes. They write up a resolution increasing 
them with one hand, and with the other pass out (or 
cannot cancel) various tax privileges, “tax breaks” for 
giant bankrupts, and so on. Finally, the state lacks 
effective means for influencing the shadow economy 
with the goal of its speedy emergence under the bright 
spotlight of the tax department. 


Collecting taxes even close to in full is a task that is far 
from resolved. The gloomiest skeptic-observers say that 
only 10-20 percent of taxes are actually collected. The 
rest—by various legal but primarily illegal methods—are 
hidden from the state. In other words, the greater part of 
the contemporary economy is essentially a shadow 
economy, that is, concealed from the state. Let me 
emphasize that we are not talking about the criminal 
economy—the drug business, or traffic in arms or chil- 
dren. We are talking about the Snickers trade and the 
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production of stockings, about unregistered transporta- 
tion, unreported services, and the uncontrolled traffic in 
securities, For a year and a half, for example, a voucher 
bacchanalia has been raging in the country; 150 million 
vouchers have changed hands several times each already. 
The count of operations with these securities is going 
into the several billions, but what profit has the treasury 
gained from this traffic? A big fat—nothing. 


And so it goes in any sphere of economic life you like. 
Compare two figures. Over the last three years, produc- 
tion has been cut by a half, and energy consumption only 
by 13 percent. How is this paradox to be interpreted? In 
my opinion, it speaks to the fact that at least one-fourth 
of production has gone into the economic “shadow,” 
hidden awa\ from state statistics and tax assessment. 


This is the problem to end all problems. But cabinet 
members and the gigantic apparatus of the executive 
power are involved in everything—the creation of polit- 
ical parties, trips to international fora, excursions to 
halted factories, fruitless clashing with deputies and 
journalists—except the main thing they are up against: 
the provision of vital activity to the state organism, 
which is impossible without an efficient system for tax 
collection. There isn’t one today. And the paralysis of the 
state budget everyone has observed is engendered not by 
disagreements over the size of its articles. The matter is 
both simpler and more tragic. That which the authorities 
have been able to collect from subjects in principle 
cannot be enough even for the most essential state 
expenditures, to say nothing of investments in forward- 
looking branche., subsidy support, and so on. 


It cannot be said that nothing is being done about 
creating a system for collecting taxes. No, money is going 
to this and is being spent successfully by numerous 
budgetary mouths. Lobbying groups are attempting with 
varying degrees of success to pull strings for their foreign 
developers—some for Americans, some for Taiwanese, 
some for Siemens, some for somebody else. As usually 
happens in Russia, the authorities as yet have paid no 
attention to our own propheis, which, as always happens 
in Russia, we have. Well known, for example, is the 
so-called Kemerov Task, a program that can help 
increase significantly the efficiency of mid-level tax 
departments. Promised developments connected with 
the problem of coordinating tax and investment policy 
have been carried out at the initiative of the State 
Committee for Industrial Policy. 


However, one of the most effective automated informa- 
tion systems for a territorial-level tax service has been 
developed not with state money but in the private sector. 
About five years ago, a group of economists, graduates of 
TsEMI, other institutes, and state structures, joining 
together into the Bureau of Information Technologies, 
addressed the problem of resolving this task given the 
special prose of Russian economic life. Today a system 
has been created with the Bureau’s funds and introduced 
in several tax inspectorates. The developers were 
counting on their product finding a relatively quick 
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demand, given the market reforms, and the costs being 
paid off. So far this hasn't happened, and when it will is 
unclear; in the Russian market its own special laws are 
operative. 


The Sprut [Octopus] system that the Bureau people 
worked out truly does correspond to its name. According 
to the testimony of the head of the Moscow Thirtieth 
State Tax Inspectorate, L. N. Grin, introduction of the 
system made it possible to increase additional payments 
to the budget by a factor of eight in a single quarter. 


It takes only a few months to pay off the costs of 
introducing Sprut, and for a few tasks—for example, 
exaction of fines—just two or three weeks. 


For those who are looking for a tax-collecting body 
overseas, let me cite the testimony of a foreign authority, 
the kind people so love to cite nowadays. Specialists 
from the U.S. federal tax department, under the leader- 
ship of the director of the tax service’s programming 
department, F. Konrad, having acquainted themselves 
with Sprut, gave the following written testimony: ““The 
computer program shown to us is well elaborated, and 
we think that it is a solid basis for furthe, work.’ The 
conclusion is dry enough, of course, and short on ecstasy, 
but it was made by people who ' now how to collect taxes 
like no one else in the world. 


Investment Fund Under Investigation 


944F0589A Moscow ROSSIYSKAYA GAZETA in Russian 
16 Apr 94 pl 


[Article by Lyubov Volkova: ‘““That Means Someone 
Needs It: On Diamonds in the Voucher Check Caves 
Once Again”’] 


[Text] On § November 1993, ROSSIYSKAYA GAZETA 
[RG] printed a perfectly harmless article entitled “Do Not 
Count Diamonds in the Voucher Check Caves,” where 
specialists questioned the sincerity of advertisements of 
the check investment fund “Neft-Almaz-Invest” [Oil- 
Diamond-Invest]. As it became clear, however, the claim 
hit a sore spot, and the fund’s managers proposed that the 
editorial office publish a retraction and compensate for 
moral damages with a monetary sum of 50 million rubles 
[R], and in addition threatened to sue the newspaper. 


And although instead of money and a retraction, they 
received an even more expositary article entitled “Ship 
the Diamonds in Barrels” (RG, 22 December 1993), for 
some reason they did not sue the newspaper. 


As it turned out, state offices had begun auditing the fund. 
As a result, the fund’s license was revoked and criminal 
proceedings were instituted against its management. 


But several days ago events took an altogether different 
turn. On I! April, the finding « “the State Duma of the 
Russian Federation Federal Assembly Commission of 
Independent Experts on the audit of the activity of the 








32 RUSSIA 


‘‘Neft-Almaz-Invest’’ check investment fund, the 
‘“‘Dante-Capital Management Company” and ‘“Deposi- 
tariya” [Depositary] was faxed to the editorial office. 
The first lines of the finding confirmed that the high 
Commission (with a capital letter) had been created at 
the instruction of the leadership of the State Duma 
Committee on Ownership, Privatization, and Economic 
Activity. And then over several pages came a complex 
denial of any violations by the fund. That was the 
Commission’s finding. The fund works in accordance 
with Russia’s laws and its charter and it operates effi- 
ciently. The fact of 572,700 missing privatization checks 
was not established. 


The Commission considers incorrect the claim of the 
GKI [State Investment Committee] employees that the 
‘*Neft-Almaz-Invest”” ChIF [check investment fund] ille- 
gally issued and sold stock worth R11 billion. It also does 
not recognize the claim that the fund does not follow 
established procedures in keeping a stockholders’ reg- 
ister and thereby does not protect stockholders’ rights 


properly. 


The Commission believes that the GKI and the law 
enforcement organs have done serious damage to the 
cause of privatization in Russia, which should also be 
reimbursed by them following established procedures. 


Yes, RG rightly wrote, the bosses of investment funds 
easily imagined that a Soviet citizen would take any 
word spoken on television and in the press as the 
absolute truth. Despite the exposes in our newspaper, 
they were earnestly counting on catching even us jour- 
nalists through our gullibility and using ROSSIYSKAYA 
GAZETA to influence the minds and feelings of Rus- 
sians. In the Commission’s opinion, journalists should 
have “saluted” and printed the finding after looking at 
the list of members of the Commission: 


““V. M. Simcher, academician, doctor of economic sci- 
ences, and chairman of the Commission; V. S. Martemy- 
anov, State Duma deputy; Yu. M. Ruda, State Duma 
deputy; V. V. Grigoryev, expert, doctor of economic 
sciences, and docent; V. V. Ivanov, expert, candidate of 
economic sciences, and docent; A. V. Filippov, expert 
and department chief of the Control-Budget Committee 
under the State Duma; and A. K. Solodov, expert and 
auditor. A representative of the Procurator’s Office of 
the city of Moscow, A. A. Bratchikov, and a representa- 
tive of the RF Tax Policy Department Administration 
for the city of Moscow, Major A. P. Klishin, were 
enlisted for the Commission’s work.” 


But we decided to call the chairman of the Committee on 
Ownership, Sergey Burkov, at the State Duma. And it 
turned out that in the Committee they first heard of the 
Commission from MOSKOVSKIY KOMSOMOLETS. 
Here is the text of the official announcement of the 
committee delivered specially for ROSSIYSKAYA 
GAZETA: 
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“The State Duma Committee on Ownership, Priva- 
tization, and Economic Activity states that the Com- 
mittee did not make a decision to create a certain 
Commission To Study the Activity of the ‘Neft- 
Almaz-Invest’ Fund. Moreover, this question was not 
discussed or even raised. If such a Commission was 
in fact created, the Committee did not authorize it to 
do the study. All the facts cited in this connection are 
only the opinion of certain deputies.” 


Why was this needed, and who needed it? Sergey Burkov 
answered this question with the conjecture that a serious 
political game is underway and large amounts of money 
have been used. He promised to inform our readers of 
the details in a few days when the circumstances of the 
matter are cleared up. 


Money Laundering Sources, Schemes Outlined 


944E0703A Moscow MOSCOW NEWS in English 
No 14, 8-14 Apr 94 pp 1, 8 


[Article by Igor Baranovsky: “A Russian Bath for Dirty 
Rubles”; quotation marks as published] 


[Text] Laundering dirty money has traditionally been 
one of the most “intellectual” and highly paid trades in 
the West’s underworld. The masters of financial 
intrigues have to turn themselves inside out, inventing 
intricate operations to pass dirty dollars, lire or yen 
through innumerable banking filters and get a 100- 
percent clean product. In our country, however, there is 
no need to make any great effort to achieve this—the 
circulation of criminal money has been almost legalized 
and, were it not for several nuances, it would be abso- 
lutely pointless to discuss the techniques of laundering 
dirty capital in Russia. 


Fearless billions 


The sources from which dirty money originate are the 
same throughout the world—narcobusiness, illegal trade 
in arms and antiques, and prostitution. In the opinion of 
experts, in present-day Russia, in contrast to the West, 
there is no need to clean the money gained from these 
operations—without any treatment it can be safely used 
in legal turnover. There are hundreds of variants: trans- 
ferring money from one bank account to another, 
lending or loaning, purchasing realty, investing in a 
business. In none of these cases is the mafia, as are 
individual law-unabiding citizens, threatened with an 
unpleasant question from a financial inspector— 
“‘where’s the money from?” 


During the past year not a single person in Moscow has 
been condemned for concealing incomes or for evading 
the submission of a declaration on money receipts, 
although it is perfectly well known to everyone that 
fantastic sums are not taxed in Russia today. Last year 
Moscow's taxation police checked a mere 236 of the tens 
of thousands of commercial and state organizations. It 
also checked 423 individuals. This kind of “activity” 
means just one thing—no serious control over the move- 
ment of money has been established in Russia. This 
means, at least, that no one is interested in the origin of 
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capital in our country. But does it also mean that there 
are no problems with laundering money? 


“Russian criminals still have to ‘rub’ their money,” says 
Mikhail Zotov, section head at the Investigation Depart- 
ment of Moscow’s Main Directorate of Internal Affairs. 
“This is true only in cases when money is earned through 
large-scale crimes which, incidentally, seldom occur in 
the West. The real issue is ‘air money’—the billions and 
trillions that are removed from bank accounts on forged 
documents.” 


Indeed, criminals have to invent new miraculous ways to 
convert this money into cash and to cover their tracks. 


Playing hide-and-seek 


Domestic mafiosi got their first serious experience in 
laundering money when they used false letters of advice 
in 1992-1993. To this day this episode has remained the 
biggest ‘““emergency” in the entire history of the existence 
of Russia’s financial and credit system. Upwards of 1.5 
trillion (!) rubles were stolen from the state with forged 
documents. Public money was involved and therefore 
definite efforts were required to take the stolen money 
away from under the nose of law-enforcement bodies 
and then to clean it. The criminals succeeded with flying 
colors. 


“The scheme of laundering stolen money is always 
typical,” says Mikhail Zotov. “Some commercial struc- 
ture sets up a peculiar buffer zone for itself—a group of 
fictitious firms allegedly having no relation to it, 
although in fact they are its subsidiaries. Moreover, they 
may be scattered all over the country. Then, of course, 
the commercial structure opens accounts for all of them 
at different banks. Now it is already possible to manage 
serious illegal operations. 


“For instance, the mother firm concludes a fake contract 
with its own dummy structure in a different city, say, for 
the delivery of farm produce. Immediately it puts 
through the banking network a false letter of advice—the 
non-existent payment for the specific commodity. By 
way of multistage machinations the real money is 
entered on the head organization’s account. That is 
all—dirty money has been received. Now comes the 
laundering: the mother firm instantaneously transfers 
the money stolen from the state to the bank account of 
yet another one of its fictitious subsidiary organizations, 
again with a fake contract—allegedly for the purchase of 
specific products. On the face of it everything is in 
accordance with the law. Over there, the received rubles 
are turned into cash and laundered, whereupon the false 
firm is liquidated and the stolen money disappears 
without a trace. In fact, now the fraudulently earned 
capital is fully controlled by the organizers of the multi- 
stage swindle. This is all—the circle has been closed. 
Where the stolen billions will surface is another matter. 
In any case, nobody will ask where the money came 
from—it is quite suitable for legal financial-economic 
operations. “It is practically impossible for law- 
enforcement bodies to find the culprits. 
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But though the financial and credit system is a common 
area where criminals launder money, it is not the only 
way, of course. 


Medellin cartel respects Russia 


The casino is perhaps one of the most traditional ‘“‘laun- 
dries” for washing dirty capital in the West. Without any 
doubt, domestic gambling institutions are also used for 
these purposes. All the more so since according to the 
militia’s summaries, more than half of them (and there 
are about a hundred of them in Moscow) are controlled 
by criminal structures. The system of laundering is 
simple: dirty money is passed through the casino as 
winnings. And since our New Russians are hot- 
tempered, reckless and, moreover, rich people—it is 
possible to declare daily very large sums on financial 
reports. And there is one more interesting peculiarity: 
gambling houses have a lot of foreign capital. This makes 
it possible for criminals to clean their pounds, dollars 
and marks, which then safely return home as the large 
sum snatched in an “honest” game with the Russians. 


In general, laundering money through transnational 
mafia syndicates is prevalent on the Russian market. 
One need not have a rich imagination to presume that 
not one billion of “narco dollars” are hidden in Russia’s 
troubled waters. But, strange as it may be, neither the 
Federal Counterintelligence Service nor the Interior 
Ministry has specific data on these operations. 


The international mafia can launder money in different 
ways in our country. For instance, through its Russian 
colleagues or its own legalized structure it may invest its 
unclean money in the purchase of timber, oil and metals. 
Then the commodity is shipped to the West (generally 
through our near abroad) where it is sold and clean 
dollars appear on someone’s account in a Swiss bank. It 
is very difficult to find faults with these savings—the 
money seems to have been earned as a result of an honest 
commercial deal. 


One more variant of laundering is the investment of 
money through dummy firms in Russia in lucrative 
financial and industrial projects. And, of course, the 
acquisition of real estate, land, enterprises and banks. 
The range of maneuver is great and, moreover, I repeat, 
nobody in Russia takes any interest in the origin of 
capital. So it will hardly be a surprise when with time the 
shadows of Camorra, Yakuza or the Medellin cartel 
become apparent behind many of our industrial and 
financial giants. 


Offices for exchange of criminal experience 


And lastly, active use is being made in today’s Russia of 
the numerous currency exchange offices for laundering 
operations with cash in rubles and foreign exchange. 
Already the fact that not a single exchange office, not 
even the Central Bank, knows even their approximate 
number makes one wonder. Although, according to strict 
instructions, every authorized bank must present 
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exhaustive information on all its exchange offices to the 
territorial departments of the Central Bank. 


“Of course, almost nobody does that—it is not profit- 
able: there will be check-ups, inspections and reports,” 
says Alexei Belov, deputy head of the 4th section of the 
Moscow Criminal Investigation Department. “‘There- 
fore we decided to take a look ourselves: how many 
exchange offices are there in Moscow? In the course of 
our operation we checked about 1,000 such centers. In 
fact, I believe, there are many more in the capital—at 
least 2,000-2,500. The Social Development Bank alone 
had about 400 exchange offices until recently.” 


The results of our investigation were stunning. No more 
than a dozen exchange offices in Moscow worked 
without violating instructions and legislation. In 61 
banks there were no orders in opening exchange offices, 
practically none of the offices filled out Form No. 377 
which requires that they record all exchange operations. 
A record number of violations was registered at the 
centers of the All-Russia Exchange Bank, Kristall Bank 
and First Investment Bank. 


“It is evidently not worth explaining in detail why this 
happens,” Belov goes on. “Going around in those banks 
is a vast quantity of uncounted cash, quite often of 
absolutely unknown origin. Rarely is it possible to under- 
stand where the office got the dollars which it sells for 
rubles or the rubles with which it buys dollars—there are 
no accounts whatsoever. That is, any money you like— 
whether stolen from the state, amassed through rackets 
or received on a fictitious payment—may be and is put 
into circulation. 


Fifth column 


Needless to say, it is not thanks to phenomenal intellect 
that our local mafiosi and their foreign colleagues have 
scored such impressive results in laundering money. At 
every stage of implementing their criminal plants they 
have been actively assisted by the multimillion army of 
Russian officials, perhaps the most resourceful in the 
world. 


Take the false letters of advice. According to most of the 
Interior Ministry's experts, the banks through which 
fictitious papers passed have, to one extent or another, 
taken part in this swindle. Of course, this statement 
seems too categorical but, on the other hand, it is not so 
groundless. For example, the investigation has shown 
that the Soyuzprombank made its own letters of advice. 
A criminal case has been brought up on this fact. Or one 
more case: in 1992 four false letters of advice to the sum 
of 2.2 billion rubles were received at the address of a 
client of the Moscow subsidiary of the Severny Bank run 
by the Zhilremontstroi firm from the small enterprise 
Svim in Grozny. The bank did not demand a contract 
with Svim, but remitted this money in small batches to 
the accounts of over 20 commercial enterprises indicated 
by the client. Whereupon the director of Zhilremontstroi 
vanished without a trace, whereas no Svim could be 
found in Chechnya, of course. However, in the course of 


FBIS-USR-94-046 
30 April 1994 


a subsequent investigation eight million rubles of the 
stolen sum were found on the account of the Sirius firm, 
on whose payroll was Alan Gabisov, the chief accountant 
of the Moscow subsidiary of the Severny Bank. Another 
1.5 million was found on the account of the Alan 
enterprise, one of whose founders was Gabisov’s father, 
and another 31 million—in the firm of the chief accoun- 
tant’s childhood friend. 


There have been at least dozens of such scandals. 


There is one more problem conducive to the success of 
swindlers—the absence of a normal data bank on likely 
business partners: commercial banks, firms and natural 
persons. Moreover, no track is kept in Russia of stolen 
and lost passports, and registration chambers, even in 
Moscow, have not yet been computerized. Hence the 
thousands of fictitious firms which exist solely on paper 
and through which the underworld launders its money. It 
is more than easy to start such a fake enterprise. You 
find, steal or buy a passport from some hobo, glue your 
photo on it and off you go to the registration chamber. 
You get registered there and immediately go to the bank 
to open an account. That’s all: yet another fake office is 
born. 


In short, conditions are very good for thieves in our 
country, one might even say extremely favorable, to such 
an extent that seditious thoughts occur form time to 
time—for example, legislators are preoccupied solely with 
checking their projects with swindlers: so as not to harm 
them or not to cross their path. And until journalists get rid 
of these strange perceptions, they will for a long time 
continue lacking materials on financial-economic swindles 
and on the mafia’s laundering operations. 


MN [MOSCOW NEWS] file 


Last year 110,000 economic crimes, 4,300 of them in the 
financial and credit system, were committed in Russia. 
According to the Central Bank's data, false payments are 
brought to light every quarter to the tune of 120 billion 
rubles. Exposed during this round were 429 criminal 
groups specializing in business and banking operations. 
The law-enforcement bodies averted the theft of sums 
which totalled two trillion rubles. 


According to reports by French special services, in the first 
seven months of 1993 alone the commercial structures of 
the CIS countries and the Baltics earned 1,045 billion 
francs on the re-export of Russian raw materials to 
France—96 percent of these deliveries passed through 
Uk-aine, Latvia, Lithuania and Georgia. Of course. some 
of the illegally exported raw materials were intercepted— 
97.8 tons of oil products, 17.8 tons of different grades of 
metal—but that is nothing in comparison to the whole 
volume of materials. 


According to the Ministry of Internal Affairs, as many as 
1,500 officials violated the Russian president’s decree on 
the fight against corruption in 1993. Of this number, 25.8 
percent were staff members of law-enforcement bodies, 
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42.7 percent—of ministries, different committees and 
their structures at grassroots level, 11.3 percent—workers 
of the financial and credit system, 2.5 percent—employees 
of the Customs Committee. Over the same period of time 
4,500 persons were found to be taking bribes. 


MVD Crime Report Disputed 


944F05974 Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 15, 10-17 Apr 94 p B7 


[Article by jurist Sergey Zamoshkin, under the rubric 
“Expert Opinion”: “Crime Report: Reality or Myth?] 


[Text] The Ministry of Internal Affairs [MVD] has 
published a ‘“‘Report to the Citizens of Russia” on its work 
over the year. It is a notable fact. But the real sensation is 
in the data it published on the state of crime. The report 
says proudly: “For the first time over the past five years, 
through the common efforts of state and regional struc- 
tures, the growth of crime has been somewhat contained. 
In 1993 it increased by only 1.4 percent.” One would think 
we should cheer such a progress. But somehow we are not 


happy. 


Over the entire past year militia officers of all ranks, led 
by Minister Viktor Yerin, had been scaring us with tales 
of crime, quoting figures and facts, and saying that it was 
growing at a horrible rate. They also explained the 
causes: imperfect laws, insufficient powers of the MVD, 
loyalty to criminals, and so on. So what happened? Is it 
that we were being scared on purpose and now the 
deception has come out? More likely it is now that an 
attempt is being made to deceive us. Many jurists 
maintain that there has been no real improvement in the 
Situation. 


If one carefully reads the MVD report, it becomes clear 
that it contains far more significant data than the miserly 
percentage points of the total increase in crime. Judge for 
yourself. What kind of success are we talking about when 
grave offenses—those that really frighten everyone— 
have increased over the year by one-quarter? Premedi- 
tated murders are up by 27 percent; grave bodily injury, 
by 24 percent; assaults, by 32 percent; robberies, by 12 
percent; incidents of hooliganism, by 31 percent; and the 
increase in the registered incidence of swindling 
amounted to a whopping 140 percent. The overall 
decline is achieved mainly by “trifles.”” But the worst 
part is that crimes are not being solved. In one-half of the 
instances—which is |,360,000 crimes—the culprits have 
not been found. 


One more important point. Departmental statistics do 
not correspond to reality—they embellish it. A consid- 
erable number of crimes by different means are deliber- 
ately kept out of reporting by the militia. Many of those 
who have been victimized by criminals know that local 
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militia precincts are reluctant to register citizens’ claims. 
Under all sorts of pretexts the victims are persuaded not 
to file a claim or are forced to change the circumstances 
of the event. The purpose is simple—to avoid registering 
the crime. If they succeed, it immediately improves two 
indicators of militia work: reports on crime and reports 
on solving crimes. For the sake of good indicators, 
criminal proceedings are not initiated, investigations are 
not conducted, nobody looks for criminals, and they 
continue with impunity, committing new crimes. The 
Situation with respect to car theft is indicative. 
According to the MVD report, over the past year there 
have been 60,415—3,067 fewer than in 1992. Who will 
really believe that fewer cars get stolen? The explanation 
is quite different: Not all victims’ claims are registered 
by militia. 


It is impossible to develop reasonably effective measures 
for combating crime when we have reports that so clearly 
contradict real life: It is hard to cure a disease when one 
does not know the diagnosis. But our militia com- 
manders want so much to look good 1n the eyes of their 
superiors. As a result, while admitting in the report that 
crime is a social phenomenon, and that problems are 
growing, the MVD nevertheless promises to somewhat 
“restrain” crime. The MVD is willing to admit its “own 
shortcomings and considerable reserves to increase the 
efforts,” but insists that their department still “is a 
steadily functioning state structure capable of mobilizing 
and effectively carrying out the tasks set for it. Attempts 
of some political forces to weaken it and compromise it 
have been unsuccessful.” With such conclusions, it is 
hard to count on truthfulness in MVD reports on its 
activities. Because any criticism of the agency may be 
labeled a subversive action. 


Of course, from time to time manipulations involving 
failures to register crimes come into the open. Some- 
times it happens because citizens complain; more often, 
as a result of procuracy audits. Last year, for instance, 
the Procuracy registered more than 40,000 crimes unreg- 
istered by militia—almost five percent more than in 
1992. It is impossible, however, to p!ace a procurator to 
look over every militiaman’s shoulder. Besides, what can 
the auditors do considering that their bosses, too, 
demand that crime be “reduced?” 


What to do? At this point, probably the only solution is 
in a more active position of local authorities. To a great 
extent, the material and technical equipment of militia 
and personnel matters are in their hands. The national 
crime suppression program is useful, of course, but it will 
not be a panacea—the main burden will still remain on 
the shoulders of local budgets. So why pay for fake crime 
reports when people are afraid to leave the house at 


night? 
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Murder of ‘Godfather’ Kvantrishvili Viewed 
944F0597B Moscow KURANTY in Russian 7 Apr 94 p 1 


[INFORM-KURANTY report: “Do ‘Godfathers’ Own 
the City?”’] 


[Text] The Russian Government is still readying the law on 
protection of all persons—from investigators to witnesses— 
aiding in the criminal justice process. It is long overdue, 
because fear of retaliation keeps those who know something 
quiet. The latest victim of contract murder was sportsman, 
businessman, and philanthropist Otari Kvantrishvili, who 
was killed by a sniper. Shots from hired guns sound 
increasingly often on the streets of the capital. And with 
impunity. Is it really true that ‘GODFATHERS’ OWN 
THE CITY? 


Moscow was shocked and intrigued by the latest, clearly 
contract murder. An unidentified sniper fired several shots 
and killed O. Kvantrishvili, a controversial personality 
about whom there had been a great variety of opinions 
while he was still alive. For some, Kvantrishvili was a 
famous philanthropist, who kept out of poverty many 
previously famous athletes and a well-known coach, and 
one of the founders of the Lev Yashin Foundation for 
Social Protection of Athletes and of the sportsmen party. 
In the opinion of others, behind Kvantrishvili was a trail of 
questionable connections, which in the final count led to 
his sad demise. Anyway, let us wait and see what conclu- 
sions the investigation will reach. Meanwhile let us try to 
reconstruct some events that preceded the tragedy. 


Nine Months Before the Murder 


In the beginning of August of last year, O. Kvantrishvili’s 
brother Amiran—an “exposed” kingpin in the Moscow 
criminal world—was killed in a classic mafiosi score- 
settling. The shooting, which took the life of Amiran and 
his people, happened right in front of a commercial 
company on Yakimanka. Crime kingpins (many did not 
make any particular effort to hide on that day) held a 
posh funeral for A. Kvantrishvili in the style of criminal 
novels. A burial service was performed in the Vagank- 
ovskoye cemetery church, and he was buried right there, 
next to the grave of... Viadimir Vysotskiy. Many recalled 
then that several years before Amiran’s funeral another 
kingpin from the Caucasus—Valerian Kuchuloria—was 
buried at this prestigious Moscow cemetery. 


In the evening, in the Hotel Moscow restaurant, the 
deceased was remembered, noisily and with pomp. 
Among the invited guests were quite a few famous 
Moscow personalities with whom the crime boss was 
friendly. The only person who did not attend the wake, 
according to some sources, was one of the chiefs of the 
Dagestan mafia, S. Lukmanov, who was supposed to be 
in hiding from the authorities and very carelessly 
“exposed” himself at the cemetery. 


A little later many mass media also began mentioning 
direct connections with the criminal world of the other 
Kvantrishvili brother—Otari. Members of the law 
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enforcement community in confidential conversations 
advanced guesses regarding his weight in the criminal 
world. There were also questions regarding the Yashin 
Foundation, which to some looked like a convenient 
cover for money-laundering. 


Meanwhile, Otari Kvantrishvili continued, with visible 
pleasure, to attend society mingling parties and to 
“shine” on television. 


Two Days Before... 


Nikita Simonyan, first vice president of the Russian 
Soccer Union, was one of the last persons to see Kvant- 
rishvili alive: 


“It just so happened that I saw Otari Vitalyevich literally 
a couple of days before this. He felt fine, was in a good 
mood. Together, we had a conversation with Russian 
Hockey Federation [RHF] President Vladimir Petrov. 
We talked about the conflict between the RHF and the 
leadership of a number of clubs in the International 
Hockey League. By the way, Otari Vitalyevich was 
always very interested in the problems of our sport and, 
being the president of the Yashin Foundation, gladly 
helped impoverished athletes and the disabled. Most of 
all, however, he rooted as a fan of Moscow Dynamo. 
Very often I saw him in the bleachers at the stadium.” 


INFORMATION: As our correspondent was told by the 
Sports Wrestling Federation, Otari Vitalyevich has done 
free-style wrestling for quite some time. He has not earned 
any particular laurels in this endeavor, however, and has 
never been a member of the USSR national team. He did 
find success as a coach. One of his disciples—Yuriy Voro- 
byev—even rose as high as two-time European champion. 
Later Kvantrishvili was awarded the title ‘Distinguished 
Coach of Russia.” 


And the Shots Sounded 


From various sources, we have been able to reconstruct 
the picture of the murder. Otari Kvantrishvili left Kras- 
nopresnenskiy bath house on Tuesday at 1730 in the 
company of friends. When he reached the parking lot, 
three shots sounded. One bullet hit him in the head, one, 
in the neck, and the third, in the chest. Kvantrishvili’s 
companions immediately took the wounded man to the 
Botkin Hospital. But it was too late... Several minutes 
after being brought to intensive case unit, Otari died. 


Militia personnel who arrived at the site of the incident 
established that the shots had been fired from the attic 
window of a corner building, No. 4 (No. 29 on Presnen- 
skiy Bank), located next to the baths. The operatives 
found a German-made small-gauge rifle (5.6 mm gauge) 
with a telescope and magazine, and three spent car- 
tridges. That the assailant was a professional the inves- 
tigators have no doubt. It is quite possible that having 
received his “honorarium” the hired killer had already 
left Moscow, or had been immediately “removed” by his 
own customers in order to cover the tracks. 
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There are several versions of the cause of the killing. 
Some believe that Kvantrishvili was killed on order from 
the so-called Slavic mafia, which had been lately very 
actively “‘pushed” by Caucasians. It is possible that the 
killing is somehow linked with the recent— 
second—attempt on the life of one of the Moscow mafia 
kingpins going under the nickname Raspisnoy. Others 
believe that the three fateful shots are “greetings from 
Lubyanka,” which decided to sow discord between two 
largest criminal groups so that in the fight among them- 
selves they would eliminate as many of each other as 
possible and at the very least would not unite—the latter 
holding a threat of unforetold consequences for the city’s 
safety. 


There are also other versions, including some related to 
Kvantrishvili’s “sports” activities. In particular, with the 
sportsmen’s party, which the Ministry of Justice had 
been refusing to register for quite some time despite 
tremendous pressure brought. 


Having visited the site of the incident yesterday 
morning, our correspondents did not find anyone from 
internal affairs organs: “Investigative work”’ on the site 
had been completed during the night. Neti. * could 
anything be learned from bath house employees who, as 
if on a prompt, totally clammed up. There were, how- 
ever, several cars with bored “riders” in them. 


INFORMATION, It is a known fact that Otari Kvantr- 
ishvili was a good acquaintance of losif Kobzon. Unfortu- 
nately, we were unable to find out the singer’s reaction to 
the event: He is currently on tour in the United States. In 
the office of his company, Moskovit, we were told that 
Kobzon already had been informed of the tragedy, but no 
detailed information is available yet. 


The Yashin Foundation for the Social Protection of 
Sportsmen distributed a list of the deceased’s achieve- 
ments: raising several athletes who earned high titles; 
founding the foundation itself; helping Great Patriotic 
War and Afghan war veterans. 


Interviewee Urges Common Legal, Information 
System for CIS 


944£-0747A Moscow DELOVOY MIR in Russian 
14 Apr 94 p 4 


[Interview with Boris Valentinovich Kisciev, general 
designer of Russian Legal Informatization, by 
DELOVOY MIR correspondent Eduard Suvorov: 
“Success Is Ensured by Openness”’] 


[Text] An international conference on “Legal and Infor- 
mation Problems in Creating a Unified Economic Space 
for the CIS” will be held on 26 and 27 April 1994 at the 
Russian Federation President’s State Legal Administra- 
tion. The very fact that it is being held is important for the 
business and practical scientific contacts of jurists, scien- 
tists, economists, and representatives of the organs of 
state authority and administration and the public. The 
need for a dialogue on various important problems in 
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creating laws and regulating collaboration in the field of 
legal information and informatization is obvious. The 
success of this dialogue gives all of us a chance at a better 
future. 


Boris Valentinovich Kiselev, the general designer of Rus- 
sian Legal Informatization, is our guest at the editorial 
staff today. Our correspondent Eduard Suvorov has a 
conversation with him. 


[Kiselev] The conference is charged with resolving the 
problem of legal informatization. The need for this is 
dictated by the qualitative renewal of society and the 
formation and development of a market economy. 
Under these conditions, the formation of a unified legal 
and information space is being advanced to the fore- 
front: for it, and only it, will be able to provide for the 
dissemination of legal information to all structures of 
society. 


[Suvorov] Boris Valentinovich, doesn’t it seem to you 
that it is somewhat late for the creative process of 
building up legal informatization? 


[Kiselev] You are right, unfortunately. But this is not a 
spontaneous reaction to the situation that has taken 
shape, but objective-oriented and purposeful work that 
has been carefully reasoned. It should give us confidence 
in the quality of our knowledge, so that we may have a 
real opportunity to influence the course of social pro- 
cesses and work for a rapprochement of views and lasting 
harmony in society. 


[Suvorov] In the concept of Russia’s legal informatiza- 
tion confirmed by the Russian Federation President’s 
edict of 18 June 1993, it states that the state policy of the 
Russian Federation in shaping and utilizing legal infor- 
mation resources aid meeting the country’s require- 
ments for social and economic development with these 
resources is implemented by taking into account the 
interests of the subjects of the Russian Federation, the 
trends of international cooperation in legal information 
science, and the real opportunities for the informatiza- 
tion industry under the conditions of a market economy. 
Can this be transferred to the CIS? 


[Kiselev] There is increasing realization that reintegra- 
tion of the unified economic space is essential. And this 
gives me the right to speak about taking into account the 
interests of CIS states in shaping and utilizing legal 
information resources. Especially as there is a critical 
shortage of even elementary legal information services 
today. This has a very harmful effect on the public sense 
of justice and law and order. And not only in Russia, but 
throughout the CIS as well. 


[Suvorov] A natural question: how do we solve this 
problem? 


[Kiselev] I think that the legal informatization of society, 
based on a twofold task—informatization of the legal 
field, on one hand, and provision for legislative regula- 
tion of legal relationships in the field of informatization, 
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on the other hand—will contribute to this to a substan- 
tial degree. Legal informatization should be considered 
the process of creating the best possible conditions to fully 
meet the legal information requirements of state and 
public structures, enterprises, organizations, institutions, 
and citizens based on the efficient organization and use of 
information resources. 


The task 1s extraordinarily complex. After all, to provide 
for the legal informatization of the Russian Federation 
alone we will have to build a national legal information 
system which covers all regions, organs of authority and 
administration, and law enforcement organs. 


[Suvorov] But who will be involved in bringing all this 
about? 


[Kiselev] The functions of head organization have been 
entrusted to the “Sistema” Scientific and Technical 
Center of Legal Information of the Federal Agency for 
Government Communications and Information. This 
agency possesses powerful scientific and technical poten- 
tial, combined with developed telecommunications facil- 
ities, and it can provide for the construction of a national 
system of legal information based on the highest achieve- 
ments of science and technology and the integration of 
existing service lines and communications which accom- 
pany the different legal information systems. 


[Suvorov] There is no universal legal information system 
in Russia yet. Collections and card files of official 
documents, automated systems, and legal data banks are 
functioning in the higher organs of state authority and 
administration of the Russian Federation and the repub- 
lics within Russia, and in ministries and departments. 
But they are not linked with each other at all and serve 
only their own departments. 


[Kiselev] You are right. Nevertheless, systems which 
make it possible to store and process individual sections 
of legal information have already appeared in the pro- 
gramming products market. It 1s another matter that 
most of them are the product of enthusiasm by local 
groups of developers, and they all do not have official 
status. Moreover, although the laws and formal govern- 
ment documents being adopted are published in the 
periodical press and in special collections and bulletins, 
far from all of them are entered into the data bases of the 
legal packages being sold. Let us point out that norma- 
tive documents are modified and supplemented period- 
ically in connection with current legislation that is devel- 
oped, so it is essential that they are always up to date. It 
is even more complicated to work with departmental 
documents, the documents of republics in the Russian 
Federation, and the documents of local organs of state 
authority and administration. Most of the latter are not 
even published. 


But the information which may be accessed through 
existing information systems is often contradictory and 
very limited in its variety, quantitative indicators, and 
forms of presentation. A developed program of specific 
measures is needed at the federal level of administration, 
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practical realization of the program in combination with 
the efforts of the republic and regional systems of exec- 
utive authority will make it possible to accomplish the 
most important state task of providing legal information 
support for subjects of the Russian Federation. Such a 
program is under development. 


{Suvorov] Boris Valentinovich, it seems to me that these 
problems are typical not only in the Russian Federation, 
but in all the CIS member states. Can the forthcoming 
international conference help in resolving them 
somehow? 


[Kiselev] Yes, of course. It has been called upon to work 
out proposals, and | think it will be able to do so, to 
reinforce practical cooperation by CIS member states in 
the field of legal informatization and the creation of a 
unified economic space. Especially as the development 
of an effective legal and contracting basis for overall 
development and expansion of economic relationships 
among the CIS member states, based on realization of 
the Agreement on Establishment of an Economic Union, 
is one of the principal directions and the gaze and 
thoughts of politicians and jurists are fixed on it. We 
need to find qualitatively new forms of cooperation in 
the field of politics, economics, law, the social sphere, 
and defense in the interests of the historic relationships 
among the peoples of the CIS states. 


In addition, it is very important to work out a mecha- 
nism for interaction of the states’ legislation in effect in 
conformity with the recommendations being adopted by 
the Interparliamentary Assembly, for coordination of 
efforts and close interaction by the parliaments of CIS 
member states in legislative support for economic 
reforms, and for a coordinated policy in the imterna- 
tional arena. This can by helped by the international 
conference as well. 


[Suvorov] Let us return to the subject of building Rus- 
sia’s legal information system, especially as it will prob- 
ably be serving as a guidepost for the CIS countries. 


[Kiselev] I have already said that a key role in realizing 
Russia's legal informatization is being played by the 
“Sistema” Scientific and Technical Center. As the cen- 
tral hub for the legal information system, it creates, 
shapes, and maintains the currency of the data bank of 
legal information, it coordinates the development and 
introduction of information and telecommunications 
technologies within the framework of building a system 
of legal information, and it conducts work related to 
legal information support for users of the legal informa- 
tion system. The tasks of the “Sistema” NTTs [Scientific 
and Technical Center] include keeping copies of the 
standard data banks of legal information up to date, 
duplicating them for use in regional legal information 
hubs, and providing for the practical and methodical 
activity of the developers. We should be concerned with 
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keeping records on and classifying the laws of the Rus- 
sian Federation, the decrees of the Federal Duma (par- 
liament) of the Russian Federation, the edicts and direc- 
tives of the Russian Federation President, and decisions 
by the Council of Ministers and Government of the 
Russian Federation, the Constitutional Court of the 
Russian Federation, the Supreme Court of the Russian 
Federation, and the Higher Arbitration Court. of the 
Russian Federation, as well as the legal documents of 
CIS member states, foreign laws, and other essential 
information which is used to provide legal information 
support. 


In addition, our functions include expert analysis and 
sampling of hardware and software solutions, taking into 
account the requirements of world standards, the prep- 
aration of practical recommendations on introduction of 
the latest information technologies, and the application 
of standardized model solutions and hardware and soft- 
ware. | will say further that the acquisition of legal 
information directly “from the pen” of legislators, which 
guarantees its complete reliability and currency, is 
fundamentally important for the “Sistema” NTTs. 


{[Suvorov] Boris Valentinovich, the effectiveness with 
which the legal information system functions depends to 
a substantial degree on the completeness and reliability 
of information and the regularity with which it is 
received not only from central, but regional sources. 


[Kiselev] Exactly! For this reason, it is advisable to 
resolve this problem from two sides at the same time: 
from the center and from pivotal regional informatiza- 
tion zones, which are the base centers for regions’ legal 
information and communications systems for the transit 
movement of data for regional systems. Such regional 
hubs will be entrusted with the main volume of work in 
providing legal information for a wide range of 
customers. 


[Suvorov] Has an analysis been made of the information 
surveys and what kind of results have they provided? 


[Kiselev] Yes, an analysis has been made, making it 
possible to single out the following types of output flows: 
inquiries about legislative and normative documents, 
thematic sets of legislative and normative documents, 
texts of legislative and nmormative documents, inquiries 
about cases under consideration, inquiries about citi- 
zens’ appeals to law enforcement organs, statistical 
inquiries, inquiries about case proceedings, and so forth. 
But this analysis enables us to state that each department 
is provided with information based on its own under- 
standing of what information systems are and what 
automated data processing systems are, and so forth. 


Meanwhile, the formation of state information resources 
in the legal field presupposes orientation toward the 
creation of a common information space, and conse- 
quently, the basis for building up and improving unified 
information technology in the legal field should be the 
principle of integrated, coordinated development of all 
the elements in the system. This will make it possible to 
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effectively resolve the problem of information interac- 
tion among State structures, which in turn will provide 
for increased efficiency and correctness of the decisions 
made to regulate the various areas of public life. 


In conclusion, I want to say that we must not be slow to 
bring order to public relations in the field of legal 
information and informatization, and that there is a 
critical need 10 prepare draft laws making it possible to 
legally define the affirmation and protection of the right 
of information ownership, protection of the information 
itself, and the affirmation of guarantees of the right to 
information and the protection of citizens’ rights. 


In other words, an open and clear state policy is needed 
in the field of legal informatization. 


Agreement Signed by Trade Unions, Government 
on Social Safety Nets 


944E-.0724A Moscow KOMMERSANT-DAILY in Russian 
9 Apr 94 p 3 


[Report by Nikolay Podlipskiy: “Russia's Poor: The 
Government Will Give to Everyone’’] 


[Text] The general agreement signed yesterday by the 
trade unions, employers, and the government attests to the 
fact that the Chernomyrdin cabinet, under the threat of an 
outburst of public dissatisfaction, is prepared to turn the 
system for minimal protection of the poor into a kind of 
social shock absorber, which even the wealthiest countries 
do not permit themselves to have. 


The signing of this kind of document in countries with a 
traditionally strong orientation toward a mechanism for 
social protection financed through the budget (the Scan- 
dinavian countries, for example) becomes an event that 
is more significant than presentation of the country’s 
budget. Though foreign documents similar to the Rus- 
sian General Agreement are not considered every year, 
but are sometimes in force for decades—in Sweden, for 
example, relationships among employers, trade unions, 
and the government are defined by the (Saltshebaden) 
Agreement signed in 1938. 


The specific nature of the Russian agreement was 
apparent in the content. At present, neither entrepre- 
neurs nor the trade unions have sufficient influence 
(chiefly on each other), and for this reason they look 
upon the government not as an arbitrator in disputes, 
but the only force capable of meeting their demands. 
Based on the text of the agreement that was signed, the 
conclusion may be drawn that the government has 
consented to this role, since it essentially made no 
counterdemands. 


This conclusion is confirmed by unofficial information 
that “the social lobby” has practically succeeded in 
breaking down Ministry of Finance opposition and in 
bringing about an increase in the minimum wage (it is 
now 14,620 rubles [R]). It is assumed that the president's 
edict on increasing the minimum wage by roughly 1.5 
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times as much will be issued at the end of April. In 
addition, the government has committed itself to pro- 
vide for the electoral support of commodity producers, 
to regulate the prices for ‘socially important’’ commod- 
ities at the local level, and to review the question of 
reducing the NDS [value-added tax] and customs duties 
on individual types of foods imported into Russia. The 
government's rejection of an active policy to create new 
jobs is much more substantial. 


But the situation in which the official number of unem- 
ployed is less than one-third of the true number of 
unemployed is maintained by the methods proposed. 
The government's commitment to draft special legisla- 
tion to pay allowances to employees who have been sent 
on administrative leave or who do not work for full days 
attests to this, in particular. This actually encourages an 
increase in “hidden’’ unemployment. The commitment 
to define the maximum levels of unemployment that are 
socially acceptable at the local level is a logical continu- 
ation of such a policy. “Extreme measures to prevent 
mass dismissals’’ which have never been made more 
specific are being undertaken to achieve these indicators 
(in the early stages of preparing the agreement, freezing 
privatization and implementation of procedures to 
improve economic conditions were considered). 


However, the government’s failure to make clearly for- 
mulated demands of the trade unions may be considered 
as giving them a distinctive kind of advance payument— 
in the hope that the trade unions will not be too active in 
initiating a strike movement. 


n** 


Basic Tasks Defined by the General Agreement in the Area 
of Employment Assistance 


—to develop a combination of additional measures for 
social support of employees under conditions in which 
restorative procedures are applied 


—to develop a coordinated program of actions in the 
event of an emergency situation in the labor market 


—to develop a draft law on payment of allowances to 
employees who are shifted to an incomplete work day 
or are sent on administrative leave 


Official Forecast of the Unemployment Level by the End 
of the Year 


—number of persons registered as unemployed: 
3 million 


—when International Labor Organization methods 
are used, the number of unemployed may reach 
6.5 million 


—taking “hidden unemployment” into account, the 


number of persons who are unoccupied may reach . 


8 million 
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Reuters, Ostankino To Cooperate on New 
Programming 


944F0585A Moscow IZVESTIYA in Russian | Apr 94 p 16 


[Article by Marina Denisova, IZVESTIYA: “Reuters 
Gives Molchanov Carte Blanche”’] 


[Text] The largest te!evision companies of the world 
have already been introduced into our television. Only 
the Reuters agency was left. In April on Channel | a 
program will be aired which for now has the conven- 
tional name “Post Scriptum.” Thanks to the Ostankino 
television company, Reuters will finally break into our 
information field. 


On Saturdays there will 50 minutes about all over the 
world. It will be an information vinaigrette made up of 
video materials on any subject: from fires in the forests 
of the Amazon to the Oscar ceremonies—the topics for 
the program will come from 130 Reuters bureaus 
scattered throughout the world. 


The agency’s Moscow office receives “pictures” from all 
over the world 24 hours a day. Then the short subjects 
are sold to television companies—each takes a max- 
imum of two minutes. And 90 percent of the items are 
not used. “Post Scriptum”’ will work with this material. 
Initially they wanted to call the program “The World and 
Us.” Incidentally, this name reflects the subject matter 
of the program better, but it sounds fairly hackneyed for 
our TV. 


Ostankino is placing great hopes in this program. The 
deputy chairman of the television and radio company, 
Grigoriy Shevelev, at a news conference devoted to the 
grand new project proudly emphasized that in principle 
Russian journalists could create such a program even 
without help from Reuters. The problem is that, as 
always, we lag behind in technology—both the produc- 
tion of programs and technical support. Cooperation 
with Reuters, which can offer fantastic possibilities for 
our television—from the organization of television 
bridges from any point on the planet to live interviews 
with the Queen of England or Bill Clinton—is extremely 
advantageous for Channel 1. On the other hand, 
Ostankino’s image, in Shevelev’s opinion, is costing a 
great deal. True, this can be debated. At the present time 
the television company has lost its best information 
personnel in Yevgeniy Kiselev, Tatyana Mitkova, 
Mikhail Osokin, and other stars, and the news programs 
on Channel | are regularly withering before our eyes. 


Representatives of the Reuters agency have not spoken 
about the project’s commercial advantage for their side 
but they have not insisted on being called patrons either. 


The Ostankino leaders are hoping for the project to be 
incredibly successful also because the extremely popular 
television journalist Viadimir Molchanov has agreed to 
host the program. According to the contract he will not 
only draw on the information agency’s bottomless well 
but also will be able to order Reuters material himself. 
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This is a privilege that none of our television journalists 
has ever had before. He will have complete freedom and 
independence in selection. And we will be able to see and 
judge the results ourselves. 


Most likely Reuter’s topics will acquire a Russian 
interpretation on Vladimir Molchanov’s program. 


This project is just the beginning of cooperation with 
Reuters, which even today is thinking about taking the 
next step—creating a joint news program. 


“Post Scriptum”’ will be an information program, but it 
is not intended to have anything in common with 
‘Itogi,” ““Namedni” or “Voskresenye.” In turn, Molch- 
anov announced that his program would not be political. 
Perhaps the viewers will actually see normal present-day 
life and not reminiscences of the accursed past or somber 
thoughts about a gray future. Looking at the last autho- 
rial programs of the popular journalist and host, many 
people were about to decide that Molchanov was “‘fin- 
ished.” It is no wonder that his journalist colleagues ask 
themselves if they were seeing a dying Molchanov. But 
we still did not forget that Vladimir Molchanov is a 
high-class professional and his remarkable information- 
entertainment program “Before and After Midnight” 
became a lively political program after the fourth broad- 
cast. At the same time the lyrical Molchanov cannot get 
used to live broadcasting and the fast pace: In times that 
are now long past he hosted the ““Utro” and “Vremya”’ 
programs. 


Vladimir Kirillovich himself thinks that the program 
will be devoted primarily to the main aspects of the life 
of civilization: ““We have become very gloomy people. I 
am afraid there may not be any people in all the world 
gloomier than those in Russia and the former republics 
of the Soviet Union. So we want to recall that the world 
lives not only with problems of murders, gangsterism, 
poverty, and racketeering. We hope that many of our 
programs will deal with special subjects. Perhaps the 
very first program will be devoted to the world of the 
press and television.” 


But fans of the “early” Molchanov should not foster 
illusions about a revival of ‘Before and After Midnight,” 
which so many loved. The more so since the old team 
(Irina Zaytseva, Aleksandra Livanskaya, and Aleksey 
Denisov) have their own work and programs. Moreover, 
Molchanov does not want “Post Scriptum”’ to be called 
his program. 


Independent Television Agency ‘RTA’ Profiled 
944F05S85B Moscow IZVESTIYA in Russian | Apr 94 p 8 


[Article by Marina Denisova, IZVESTIYA: “The Tele- 
vision Business in Russia’ 


[Text] Skeptics who think that the television business in 
Russia is not profitable and sometimes operates at a loss 
are wrong. Of course, on the scale of the television 
company, a gigantic, almost uncontrollable business, it is 
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not easy to find a gold mine. Filling many hours of air 
time is still too costly a luxury. 


A more rewarding occupation for those who have 
decided to get in on the ground floor of the television 
business is to create a television agency. In essence world 
information journalism has been supported by such 
agencies for many years now. The largest television 
agency, Reuters, for example, serves more than 600 
television companies of the world. But for our country 
such a practice is a rare exception to the general rule. 


Journalists Mikhail Beglov and Andrey Korotkov, who 
previously worked at the Main Editorial Office for 
Audiovisual Information of TASS, two years ago left 
state service and organized their own agency. At first, of 
course, things were tight—they borrowed money from 
acquaintances, friends of acquaintances, acquaintances 
of friends of acquaintances, and they took out unsecured 
credit in order to buy their first video camera. But now 
RTA, the only private independent television agency in 
Russia, is flourishing: It has complete independence with 
no sponsors, it has its own equipment, and two clipping 
rooms. It has a total of 20 staff correspondents and five 
film crews. RTA actively recruits stringers to cooperate, 
but it has no editors or correspondents in the usual sense. 
It has producers who can combine jobs and work as 
sound operators, lighting men, and even drivers, in spite 
of their ambitions. So as distinct from a film crew of 
state television, which consists, as a rule, of three or four 
people, the private agency can allow itself the luxury of 
maintaining two workers for one camera—otherwise, it 
would be threatened with ruin. 


RTA is experiencing no shortage of clients who are 
thirsty for information and the “footage” that goes with 
it. More frequently they have to make a choice of whom 
to give preference to: a German company or an Amer- 
ican one. No television company, even the wealthiest 
Western ones which have four to five film crews in 
Russia, can cover all the events in our turbulent country. 
All the conditions are stipulated ahead of time—each 
television company has its own style for presenting video 
materials. 


RTA works not only on order, but also on its own 
initiative. Early in the morning in the RTA office there 
are reports from large information agencies (like 
INTERFAX and RIA). It also has its own personal 
sources of information—wherever they are possible and 
necessary. The producers determine where to send film 
crews and why. On busy days they can shoot up to 20 
hours of video film. This was the case, for example, 
during the elections and the putsches. But it sometimes 
happens that they all sit in the office for a whole day 
smoking and looking at one another because nothing is 
happening and there is no news. As distinct from state 
structures, nobody forces anybody to work just to keep 
busy: There is no plan for the quantity of material 
produced during a day or quarter. On the other hand, 
there is no such concept as a regular day off either. If it 
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is necessary to film on Sunday night then they do it, in 
spite of the fact that the day before they had returned 
from a week-long trip and had not slept for two days in 
a row. RTA never refuses its clients, even if the orders 
seem crazy at first glance. 


Once in the Crimea against the background of Lastochki- 
noye Gnezdo an RTA crew filmed a meeting between 
Yeltsin and Kravchuk. The operator told the correspon- 
dent where to stand, but he suddenly disappeared from 
the frame. It turned out that he took a step backwards 
and fell, fortunately, not into an abyss but down a steep 
slope. But according to responses from German televi- 
sion viewers, who had seen the clip later, it was very 
emotional and brought some people to tears. It was 
apparent how excited the correspondent was about the 
negotiations between the leaders of Russia and Ukraine. 
The work of RTA workers is dangerous—not only in 
zones of combat activities when you fly in a helicopter 
and where you can be fired at by a Stinger at any moment 
or when you are filming material at the Semipalatinsk 
test site where the Geiger counter is registering off the 
dial, or where you go to film the headquarters of a fascist 
organization where they might simply punch you in the 
face and break the camera at the same time. Therefore all 
agency workers are insured for large amounts. 


It cannot be ruled out that the producer will offer video 
materials to clients and all of them will refuse it. Some 
have shot their own film on a particular subject and 
some are not interested. The French, for example, prefer 
to use their own film. But such cases, even though they 
obviously cause losses, do not hit the overall pocketbook 
especially hard. They are individual cases. And then 
RTA has a group of permanent clients. Foreign televi- 
sion companies pay two to three times more for video 
news than ours do. This certainly does not mean that 
RTA does not want to deal with Russian television 
companies whose finances are constantly on the down- 
turn. On the contrary, RTA 1s prepared to offer its video 
materials and services even free of charge. But our 
companies have still retained a certain inertia of think- 
ing—both Ostankino and the Russian channel have 
become accustomed to relying on their own forces. And 
it is not even that they do not trust others. It is simply 
necessary to give their own staff correspondents some- 
thing to do. Although materials with the RTA mark will 
show up on “Vesti” once in a while. A daily morning 
program on the Russian channel “Formula 730” is also 
being created on the basis of the RTA agency. But this is 
episodic so far 


“Journal of Main Events of the Day” is enjoying min- 
imum success. The most costly materials and the ones 
most interesting to the clients are exclusives. Such as 
interviews with wives of members of government (how 
they met their husbands, how they fell in love, where 
they lived and on what) with the title “Kremlin Wives.” 
This “commodity” immediately found consumers. The 
RTA producers are trying to film outside Moscow as 
much as possible—any information from outside the 
capital sells like hotcakes. For example, a piece on a 
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nuclear missile silo or a report on diamond mining in 
Yakutia. It is not easy to get permission to film such 
things. Agency workers—who are in principle against 
bribes which open all doors—have been trained not to 
give them. Therefore the main asset of any producer is 
not a personal bank account but the connections he has 
developed. 


The reaction to video topics is unpredictable. Once a 
piece was filmed for ZDF on refugees from Kazakhstan. 
In the words of the bureau chief, the German public was 
struck most by a restless cat which the owner had 
abandoned in an empty apartment. They were immedi- 
ately flooded with offers from people who wanted to 
bring the cat to Germany. The foreigners did not feel as 
sorry for the Russians who were forced to flee their 
homes as they did for the unfortunate animal. Or there 
was the piece about Moscow Siamese twins Masha and 
Dasha that affected everyone in Germany so much that 
the German television company, under pressure from 
phone calls from television viewers, brought the sisters 
to Berlin for treatment at its own expense. 


The political independence and the reliability of RTA 
have led to a situation where its news is a marketable 
commodity. Mikhail Beglov and Andrey Korotkov, the 
founders of RTA, working with the producers, think that 
their brainchild has found its niche in the video news 
market and they feel comfortable there. So much so that 
the agency is expanding the sphere of its activity: from 
assisting television companies in creating studios to 
buying interesting programs from foreign production 
firms. 


Independent TV in Krasnoyarsk, Tomsk, Samara 
Viewed 


944F0585C Moscow IZVESTIYA in Russian 8 Apr 94 p 10 


{Untitled report prepared by Marina Denisova] 


[Text] As of today about 260 independent television and 
radio companies are registered in Russia. Starting next 
year the issuing of licenses will be suspended tempo- 
rarily, but the immense waiting list of people wanting to 
have their own television and radio stations continues to 
grow. There are 600 of them today. In the opinion of the 
representative of the board of the Fund for Protection of 
Glasnost, Aleksey Simonov, the influence and audience 
of independent and state companies are practically 
equal. 


Muscovites, “spoiled” with six television channels, do 
not even suspect that in Siberia television viewers have a 
choice as well. Way out in Krasnoyarsk, in addition to 
Channel | Ostankino, Russian television, and Channel 6 
St. Petersburg, it is also possible to see programs on 
commercial Channel 11, in which four nonstate televi- 
sion stations are concentrated, and Channel 9, which 
belongs to the independent television company 
Afontovo. It began 24-hour broadcasting on 2 April 
1993. Incidentally, state companies of the capital, which 
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are groaning under debts to the Ministry of Communi- 
cations, can broadcast at night only on holidays. 


Over the year Afontovo has become the most popular 
channel in Krasnoyarsk. They have managed to buy their 
own transmitter. Today Afontovo has its own informa- 
tion service which prepares local news for three 20- 
minute broadcasts daily. 


The Afontovo information-entertainment channel is not 
worried about the problem of filling air time. Thank God 
it has plenty of sources. It buys programs and films from 
2X2, Russian Video, KTV-1, and Channel 6 St. Peters- 
burg. Afontovo also produces its own programs. The 
services of production firms from the capital are very 
costly, 


Almost all the independent companies earn money 
through piracy. In the words of the general director of 
Afontovo, Aleksandr Karpov, the volume of pirated prod- 
ucts today 1s approximately 30 percent of the overall 
number of programs and films. And just a year ago his 
television company was an evil 100-percent pirate. 
Everyone understands quite well that it is necessary to join 
up with civilization. 


The Tomsk independent television company TV-2 is a 
veteran and has been in operation for three years 
already. It broadcasts 13 hours a day. Its potential 
audience includes 700,000 viewers. TV-2 is a heroic 
company; during the August and October putsches it was 
the only one in Tomsk that did not stop operating. Local 
Afghanistan veterans had to protect the station so that 
they did not chop down the transmitter. Incidentally, in 
October, when the commandos stormed Ostankino, on 
that same Shushenskiy they were receiving BBC-Asia 
programs through a satellite with direct relay, and the 
entire Siberian region was abreast of events developing 
in Moscow. Moreover, Siberians received more 
complete information than Muscovites. 


Samara state television does not have its own channel, it 
covers the air time of the Russian channel and success- 
fully sells it to commercial organizations. So before and 
after “Vesti,” instead of clips propagandizing the 
activity of Check Investment Funds, in the glorious city 
of Samara there 1s local advertising. The situation is 
unique—state television has managed to drive its air 
time in twice. 


rhe association of regional independent television com- 
panies actually exists. The largest of them— 
representatives of 10 cities of Russia and Kazakhstan— 
have created an enterprise whose goal is to provide all 
stations with licensed products and centralize the search 
for advertisers. Nonstate companies of Siberia have 
managed to sell their air time to large foreign advertising 
agencies, which have offered in exchange a package of 40 
films. As a result the independent television companies 
now have not only high-class films but also advertisers of 
the world level like Coca-Cola. 
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Through collective efforts independent television com- 
panies are trying to work out a system for transmitting 
the television signal through the Gorizont communica- 
tions satellite, which makes it possible to cover the 
territory from the Urals to Baykal. 


Gold Extraction on Rise in 1993 


9441.0741A Moscow DELOVOY MIR in Russian 
15 Apr 94 p § 


[Report “from foreign and Russian press materials”: 
“Gold Extraction Is Increasing’’} 


[Text] According to information from officials of the 
Russian Federation Committee on Precious Metals and 
Precious Stones, gold production in Russia in 1993 
increased by 3.4 metric tons over 1992, reaching 149.5 
metric tons; of this amount, 136.2 metric tons were 
extracted at gold-bearing deposits, 8.3 metric tons were 
derived as a by-product in the processing of nonferrous 
ores, and 5 metric tons were obtained from recycled raw 
materials. In 1994, it is planned to increase gold produc- 
tion in the country by 3 to 4 percent over 1993. 


In the opinion of the committee’s managers, the adop- 
tion of a number of economic and organizational mea- 
sures has contributed to relative stabilization in the 
sector. For example, the rights of the administration in 
regions have been extended to the issuance of licenses to 
extract precious metals and stones and the attraction of 
foreign capital in developing the deposits and selling the 
metals produced. The introduction of world prices in 
1992 to pay for the gold extracted was important as well. 


The Russian Ministry of Finance has announced plans to 
introduce a new system this year for gold purchases in 
the country, in accordance with which producers will sell 
half of the metal they turn out in the domestic market. 
Under the new arrangement, the state will buy 50 
percent of the gold produced in the country, 20 to 30 
percent of this through the Central Bank and commercial 
banks which have licenses to conduct transactions in 
precious metals. Producers will sell the remaining metal 
in order to reinvest the funds received in production 
development. 


A competition has been announced for the right to 
develop the Asachinsk and Rodniki deposits where 
reserves of the metal is estimated at 70 metric tons and 
the ore here has a high gold content—20 grams per 
metric ton. Interest in the competition has been 
expressed by several foreign and joint venture firms, 
including “Caminco Venture Gold” and ‘New Grest 
Mining.” An application has also been made by the 
“Russian Gold Mining Corporation.” It is expected that 
results of the competition will be reported in June. 


The American company Morrison-Knudsen Corp. 
(““MK’’) should begin extracting gold in Kyrgyzstan in 
1995 at an enterprise in which $100 million is being 
invested. Under the agreement concluded with the coun- 
try’s government, the wholly-owned subsidiary firm 
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“MK Gold” will develop the Dzheruy gold deposit 
jointly with the Kyrgyz state company “Kyrgyzaltyn.” 
Reserves at the deposit, which can be worked by the 
open method, are estimated at roughly 80 metric tons of 
gold, extracted from ore with a gold content of 6 grams 
per metric ton, 


The new enterprise is expected to turn out over 4.5 metric 
tons of gold annually. Under the agreement, “MK Gold” 
will receive 30 percent of the profit from operating the 
mine and the country’s government will receive 70 per- 
cent. The “Kyrgyzaltyn”’ company will acquire the right to 
sel] the gold in the domestic market and in other countries. 


Tajikistan, through the ‘Tajik Gold” firm, concluded an 
agreement a year ago with the “Gulf International Min- 
erals’’ company for technical assistance in reequipping 
the existing ““Kansay” enterprise. In the near future, the 
Canadian “Gulf International’ company expects to 
receive results of the gold concentrates shipped to Japan 
from this mine. 


Work is now under way at the Tajik mine mentioned to 
increase gold output, and in addition, a survey of other 
gold deposits in the country has been completed. The joint 
venture company has concluded an agreement with the 
Tajikistan Government to process tailings from the Darvas 
region. Under the agreement, “Gulf” will pay the expenses 
for fuel, install new equipment, and provide technical 
supervision, while the government will provide the mine 
with manpower, available equipment, and electricity. 


According to official data, about 22 metric tons of gold 
have been produced in the Darvas region, where the 
largest alluvial deposit of gold in Tajikistan is located. 
According to the ““Gulf”’ company’s estimate, there are 
about 5 metric tons of gold in the tailings from this 
deposit, with a gold content of 2 grams per cubic meter. 
The company has also surveyed the primary reserves of 
placer gold at this deposit, which are estimated at 18 
metric tons, with a gold content of 0.95 frams per cubic 
meter. “Gulf” has preference for further joint activity 
with “Tajik Gold” in developing these reserves. 


As reported by EKOTASS, the European Bank for 
Reconstruction and Development will grant a loan to 
\'z7bekistan to complete construction of a gold mining 
complex being carried out by the Uzbek-American joint 
venture “Zarafshan-Newmont.” The projected cost of 
the operation is estmated at $150 million. The new 
enterprise plans to extract gold from tailings at the 
Muruntau deposit, the world’s largest gold deposit where 
the gold can be extracted by the open method. 


In Kazakhstan, the ‘“Zoluio Kazakhstana” program, 
aimed at increasing the country’s gold production, has 
been drafted and is now under way. It is assumed that by 
1997, Kazakhstan may become one of the world’s 10 
largest gold-producing countries. 


According to a report from the INTERFAX agency, 
Georgia plans to extract 1.5 metric tons of gold in 1994 
and to increase its production of this metal to 4 metric 
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tons in 1997. Georgia produced 1.9 metric tons in 1991, 
but the economic crisis in the country led to a decrease in 
the country’s gold output. It is estimated that | metric 
ton was turned out in 1993. 


The company “Hol-Lac Gold Mines,’ headquartered in 
Toronto, has concluded an agrement with the Ukrainian 
state company ‘“Geoprognoz” for geological exploration 
operations to locate precious metals (as well as the basic 
nonferrous metals and diamonds) in Ukraine. ‘Hol-Lac 
Gold Mines” will will finance the operation over a 5-year 
period. ‘“‘Geoprognoz” will provide assistance in 
obtaining authorization for prospecting and will provide 
a group of geologists to search for the minerals. 


Yakutia Gold Miners Appeal Against Closing of 
Combine 


944E-0736A Moscow RABOCHAYA TRIBUNA in Russian 
16 Apr 94 pp 1-2 


[Article by Vladimir Androsenko (Yakutia): “In the 
North, They Pan for Gold in the Summer and Spend the 
Rest of the Year Stewing”’] 


[Text] Kular has provided the country with 153 tonnes of 
the metal. It could provide dozens more. Will it get the 
chance? 


“We want normal living and working conditions. The 
decision is yours: If Russia and the Sakha Republic want 
gold, you have to give us a chance to mine it, provide us 
with all of the financing for the 1994 program, and make 
adjustments in the system of taxation. If you plan to 
continue ruining the gold industry of the republic and 
Russia, if we and our labor are no longer needed, give us 
a chance to leave Yakutia with dignity, allocate money 


from centralized funds for this purpose, and give us a 
friendly sendoff. We earned this by living in the severe 


conditions of the polar region.” 


These blunt and resentful statements are taken from a 
message from the miners of the polar Kularzoloto Com- 
bine to the president and Government of the Russian 
Federation and the presidert and Government of the 
Sakha Republic (Yakutia). This is a response to the local 
Ministry of Industry's decision to close the combine. 
Suddenly the hottest topics of discussion are the obliter- 
ation of the settlements of Kular, Severnyy, Vlasovo, and 
Entuziastov, the placement of people in new jobs, and 
their resettlement. The northerners are understandably 
infuriated by these developments. Once again, without 
consulting anyone or trying to find a compromise accept- 
able to all of the parties concerned, officials are prepared 
to abandon the common laborers to the whims of fate, 
leaving them defenseless against the present state of 
bedlam in Russia. 


Yes, it is true that gold mining is a costly undertaking 1n 
this region, but it cannot cost more than money, as the 
saying goes, and the yellow metal 1s the world equivalent 
of money—the world equivalent, but not the Russian 
equivalent. In its efforts to leap into the planetary 
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market, our government is buying gold from the miners 
at fixed prices based on the London exchange rate, but 
the miners have to buy vehicles, mining equipment, and 
fuel at domestic ‘“‘floating’’ prices, which escaped the 
government's control long ago and are now two or three 
times as high as world prices. What kind of profit margin 
can they expect under these conditions? 


Furthermore, that is not the only problem. Gold can only be 
panned in the summer in the Far North. The rest of the year 
is spent in preparations—the dredging of gold-bearing sand, 
and so forth. All of this work has to be done on credit. 
Enterprises have no working capital of their own, and our 
market-based government’s tax rates have deprived the 
mining combines of any chance of accumulating this capital. 
Meanwhile, the Ministry of Finance and the Committee on 
Precious Metals have refused to provide advance financing 
for mining operations. It is a vicious circle. 


Is there really no alternative to closing the mining enterprise 
and stopping the extraction of the precious metal? There 
probably is. One possible option would entail a lighter tax 
burden or even total exemption from taxes. More than half 
of the value of the gold mined by the combines is now 
appropriated for the budget. If these funds could be left at 
the disposal of the combines, they would have a chance to 
catch their breath and consider ways of keeping the produc- 
tion capacities operating in the future. The very idea of a 
differentiated approach to taxation, however, sounds heret- 
ical to orthodox market advocates. 


In addition, there is no money for the resettlement of the 
Kular miners. The miners of Kular are indignant and are 
holding rallies. Regrettably, they have no other means of 
protest. It would be senseless to go on strike at an 
enterprise that 1s being closed. 


Will the presidents choose to listen to their plea? 


Sakhalin Oil Shelf Projects Highlighted 
944E£-0732A Moscow ROSSIYA 13-19 Apr 94 p 7 


[Article by Sergey Saktaganov, Yuzhno-Sakhalinsk: 
“Sakhalin United Emirates”] 


[Text] [Begin boxed material] This 1s gold. In such a 
miserable little bowl—real gold extracted by our pov- 
erty-stricken super-rich. It is an eternal absurdity. And, it 
seems, for Russia a rather characteristic one. There is a 
way out of this pathetic situation. Strictly speaking, there 
are two ways out. The first—to demand attention from 
the state, or more precisely, money. The second—to sell 
ourselves to someone richer. And as soon as possible. 
The truth lies, as it should, somewhere in between. Or 
perhaps it lies somewhere entirely elsewhere. In the 
sphere of common sense. [End boxed material] 


Finally, almost for the first time, the interests of the Center 
and the territories have coincided in their intentions to 
“unseal” the Sakhalin shelf oil deposits. 


RUSSIA “ 


At the very end of 1993, the “negotiations marathon” 
finally reached the home stretch. Representatives of the 
Russian Government and major foreign firms interested 
in developing the oil and gas deposits of the Sakhalin 
shelf participated in it for many months. Literally in the 
course of one week, the preparation of key documents 
was completed in Moscow, and part of them were even 
signed. Among them were several international invest- 
ment projects whose scope and proposed influence on 
the domestic economy are simply astounding. 


It is enough to note that by the summer of last year, when 
the negotiations on the Sakhalin off-shore deposits were in 
full swing, the overall volume of foreign investments in 
Russia comprised around $7 billion, according to the data 
of the Russian Government itself. And now let us com- 
pare. Three foreign consortia whose membership includes 
such well-known companies as ‘Shell,’ “Texaco,” 
“Exxon,” “Mobil” and others, intend to invest a sum of 
approximately $8-$10 billion in direct investments alone 
in the development of a relatively small area of the coastal 
zone of Sakhalin (around 17,000 square kilometers). 


Without a doubt, the oil business is in no way reminis- 
cent of the Western humanitarian aid to which we have 
already become accustomed. The foreign partners expect 
to realize profits in the billions here. And, we might add, 
with good reason. The development of five deposits and 
the geological survey of three prospective areas of the 
Sakhalin shelf open up access to a considerable and 
hitherto untouched storehouse of hydrocarbon raw 
material in a geographically favorable region. The 
reserves of only a few of the deposits which have already 
been confirmed here are estimated at about 252 million 
tonnes of oil (volumes which are fully comparable with 
the annual export of the entire former USSR) and more 
than 1.5 trillion cubic meters of gas. 


Thus, in literally a few years, Sakhalin will be able to 
offer its closest foreign neighbors specifically that which 
they will acutely need. We know, for example, that by 
1996 there will be a shortage of gas in South Korea ina 
volume of approximately 4 million tonnes of RNG 
(rarified natural gas), while the guaranteed sale on the 
world oil and gas market, under the current conditions, 
is valued at no less than the raw material itself. 


Naturally, by granting our partners in developing the 
shelf these concessions which are unprecedented tn their 
technical-economic parameters, we too will not be the 
losers. For example, within the scope of the “Sakhalin-2” 
project, up to 70 percent of the work is to be performed 
through our own efforts with the use of domestic 
building materials and structures. Moreover, the repre- 
sentatives of the VPK [military-industrial complex] are 
already formulating a list of enterprises which expect to 
stay afloat in the whirlpool of conversion with the aid of 
the unexpected currency orders. Within the scope of the 
oldest project, ‘“Sakhalin-I,” the Japanese-American 
consortium has agreed to “forgive” the former debt of 
the union government which took credits for the explo- 
ration of the current deposits. And, if you add the 
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interest which has accumulated over the elapsed 
decades, the sum turns out to be quite significant even by 
all-state standards—around $300 million. 


Finally, according to the results of the competition for 
the “Sakhalin-2” project which has just been concluded, 
the winners were companies which guaranteed that they 
would invest no less than $473 million in the search for 
oil and gas in the northeastern end of Sakhalin over the 
next six years. And, naturally, with the successful real- 
ization of all three projects, Russia will get a share of the 
extracted raw material, and its budget will be 
replentished by the appropriate taxes and bonuses 
granted in such cases—-uncompensated payments by the 
foreign companies to the country owning the deposits. 


The packet of Sakhalin projects has already been nick- 
named the “second BAM [Baykal-Amur Main Line]” by 
Far East residents. And this is quite understandable. 
With the start of development of the first off-shore 
deposits in the Sea of Okhotsk, one of the most remote 
regions of Russia which has been shortchanged in a 
social and economic respect will receive a strong impetus 
in the development of its infrastructure. It will get 
thousands of additional jobs, the latest Western technol- 
ogies and even entire enterprises for the drilling and 
primary processing of the raw material. Hope has 
appeared also for reducing the shortage of power 
resources which has traditionally existed here. After all, 
every year it is necessary to bring up to 19 million tonnes 
of oil and petroleum products to the Far East from the 
western regions of the country, and the interruptions of 
heat and power supply in many local cities have already 
become a sad tradition. 


The heads of several Far Eastern administrations and 
mayoralities quite reasonably expect to replentish the 
local budgets from various concessions payments. The 
oil dollars may be used to build a hospital, to reconstruct 
an ageing airport, or to extend new automobile roads and 
high voltage transmission lines... 


The hold-up, specifically, centers around a minor matter. 
After many years of negotiations and discussions over 
the fate of the off-shore projects, in which almost 
everyone was involved—fru.a the rank-and-file deputy 
of a taiga rayon soviet to three presidents: The presidents 
of South Korea, the USSR, and then Russia—it finally 
became clear that we do not yet even have any legislation 
regulating mutual relations with foreign companies in 
such large-scale undertakings. The law on concessions 
which was prepared at one time never reached the stage 
of a final reading in the former Supreme Soviet. 


Nevertheless, we cannot do without the legislative for- 
mulation of conditions and forms of concessions which 
are unified for the entire country. The deposits of 
Strategic raw materials are present not only in the Far 
East, and the foreign companies which are prepared to 
develop them, as a rule, strive to gain various benefits 
and guarantees for themselves during the negotiations. 
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For example, the representatives of the Russian Govern- 
ment have already promised the international consor- 
tium MMMShM (unifying the corporations “McDer 
mott-Marathon-Mitsubishi-Shell-Mitsui’’), which 
aspires to the “Sakhalin-2” project, that it would be 
exempted from payment of all taxes with the exception 
of the tax on profits and “royalties.” The consortium 
‘“Sodeco-Exxon” (‘“‘Sakhalin-I project) has been offered 
another benefit: The right to develop an additional, third 
by count, deposit in Arkutun-Dagi without the competi- 
tion which is traditional in such cases. 


Naturally, other investors are also presenting their con- 
ditions. But, you must agree, such “indulgences of the 
capitalists” will not evoke great happiness among part of 
the deputies of the new parliament. And this means that 
the “second BAM” itself may be considered a conve- 
nient pretext for rather heated polemics in the country’s 
supreme legislative body, in the course of which not only 
the government may suffer, but the projects themselves. 
We might add that some of the foreign investors in the 
Sakhalin projects, who have become disenchanted with 
the omnipotence of the presidential edicts, are inclined 
to wait for adoption of a new law... 


Then again, even before the adoption of new legislation, 
the “second BAM” is capable of bringing both pleasant 
concerns and considerable profit. For example, the 
upcoming cooperation with the foreign firms provides 
for one other mandatory condition: Within a period of 
five years, they must transfer the sum of $100 million 
into a specially created Fund for the Development of 
Sakhalin. Whether we like it or not, we must agree with 
one of the participations in the negotiations on the shelf 
projects: Something akin to the Sakhalin United Emir- 
ates might just arise in the insular oblast. 


T-407 Single-Engine, Light-Transport Plane 
Profiled 


944E0694A Moscow GRAZHDANSKAYA AVIATSIYA 
in Russian No 3, Mar 94 pp 41-43 


[Article by Yu.I. Polavskiy, program director: “The 
T-407 Skvorets Light Transport Plane’’] 


[Text] An analysis of the demands of potential customers 
shows that there is a need for a light-transport plane, 
capable of taking on board up to 600 kg of payload and 
conveying it for a distance of up to 600 km, and 
operating at airports with a runway of up to 600 m. This 
concept is known as the “600X600X600.” The basic 
version of the plane should have the possibility of being 
re-equipped in the following variants: 


¢ Ambulance and emergency-rescue; 

¢ Forest patrol, with the potential for air-dropping 
fire-fighter-parachutists; 

¢ Patrol, to monitor electric power lines and oil and gas 
pipelines, as well as to serve the state motor vehicle 
inspectorate; 

¢ Performing hydrometeorological and ecological 
survey; 
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¢ Aerial photography; 
¢ An air taxi to perform official transport; 
¢ Instruction and training. 


In 1990, GosNIIGA [State Civil Aviation Scientific 
Research Institute] was given the technical assignment of 
working out this type of light, multi-purpose airplane on 
a competitive basis, with the participation of A.V. 
Medvedev, the institute’s chief specialist. Because of the 
lack of financing and numerous organizational 
problems, however, the competition was not held. 


One of the most important criteria for determining the 
size, and to a considerable extent, the design of the plane 
was the type and amount of payload. In our case, the 
payload of 600 kg may lie in quite a broad products 
list—from fuel drums and computer boxes to six people 
with luggage. The measurements of the cargo-passenger 
compartment should be determined on this precise basis. 


For convenience of loading and unloading there must be 
a large cargo door. This requirement makes it preferable 
for the transport plane to have the wing placed high, 
which ensures transport vehicles convenient approach 
and access to the cargo door. Having a strutted wing 
reduces the weight and simplifies the structural scheme 
of the plane as a whole. The aerodynamic loss (the struts) 
will be fully justifiable in the given range of speeds—up 
to 250 km/hr. It is also quite important for the high-wing 
monoplane to have good stability characteristics at large 
angles of incidence. This simplifies the technique of 
piloting the plane at low speeds and makes it accessible 
to fliers with average qualifications. The design adopted 
for the high-wing monoplane successfully complies with 
the task of using the patrol version of the plane, where a 
good range of vision of the lower hemisphere is needed, 
and also for dropping parachutists. 


Since the payload is a given value in designing the plane, 
the choice of power unit variants is as a rule quite 
limited. Since the plane that we are talking about was 
needed, as they say, “yesterday,” it would be extremely 
imprudent to incorporate in its design any promising, 
but not yet series-produced engine or propeller. Orien- 
tation toward engines and propellers produced in the 
West entails “cutting off’ a considerable number of the 
plane’s potential buyers within the country, in view of 
the impossibility of their paying part of its cost in 
currency. 


There is only one series-produced aircraft piston engine 
acceptable for us in the country today. This is the 360-hp 
M-14P engine. True, calculations show that to obtain the 
required combination of take-off and landing features 
and a flight cruising speed of at least 250 km/hr, a more 
powerful engine is needed. The M-14P has substantial 
merits, though. In the first place, its weight is quite low 
in relation to its power. In the second place, it is reliable, 
which was proven by its long operation in the Yak and 
Su sports planes. The 435 hp M-14NTK engine is a 
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further development of the M-14P. The only series- 
produced propeller for the M-14P engine produced in 
our country is the V530TA-D35 two-blade variable- 
pitch tractive propeller. 


As for a choice between landing gear systems with nose 
and tail support, then given the planned operation of the 
plane on the basis of the airports of local airlines and the 
landing strips of the former DOSAAF [All-Union Vol- 
untary Society for Assistance to the Army, Air Force and 
Navy of the USSR], it is very tempting to settle on the 
system with nose support, which gives well-known oper- 
ating advantages: convenience in loading and unloading, 
a good range of vision when taxiing and less likelihood of 
a nose-over during a rough landing. To perform the tasks 
involved in landing on an unprepared area, however, a 
plane of the basic design with tail support may be 
suggested. 


The conditions for operating the plane must also be 
taken into consideration when selecting the type of shock 
absorbers. Since it will not just be operated at concreted 
airports, the need arises for shock absorbers which will 
absorb the considerable energy of the shock when hitting 
uneven dirt areas during take-off and landing. Landing 
gear with traditional liquid-gas shock absorbers have this 
ability. Springs may also be used, but only in combina- 
tion with a reverse liquid damper. 


Since we are talking about a plane that is simple, quite 
reasonable in price, undemanding and reliable in opera- 
tion, the question of retractable or fixed landing gear is 
clearly answered in favor of the “fixed type.” On the 
other hand, retractable landing gear, in addition to 
complicating the structure, entails a number of opera- 
tional inconveniences, stemming, for example, from the 
fact that the recesses for the landing gear get choked with 
dirt or snow when the machine is operated from dirt 
landing strips. All this speaks in favor of using the simple 
fixed landing gear on airplanes of this class. 


The low cost of the plane is also achieved only by using 
simple structural designs and already developed mate- 
rials and technology. The high level of technological 
feasibility and manufacturing simplicity incorporated 
into the design makes it possible to develop series 
production of the plane in the shortest time possible. 
This may prove to be the decisive factor under the 
present-day conditions of economic instability. 


The structure, which has a welded truss made of pipes 
and sheathed with non-supporting panels as the air 
frame of the fuselage, may provide great advantages in 
this plan. As practical experience shows, the technolog- 
ical equipment for assembly of the truss fuselage is 
considerably simpler than the equipment needed to 
assemble a fuselage with a “semi-monocoque” type of 
structure, the most common in aviation today, the 
assembly of which is carried out with the basic parts of 
the frame following an exterior theoretical contour. 


In the case of a truss structure, the basic load-bearing 
element—the truss—may have a simple geometric 
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shape. Moreover, there is no need to maintain small 
tolerances on the outside of the fuselage contours. The 
latter are formed by the non-load-bearing panels, which 
considerably simplifies their manufacture. Precision in 
adhering to the outlines is ensured by compensators, 
when the panels are installed on the truss. It is not 
possible to use thinner sheathing and supporting ele- 
ments of the non-load-bearing panels than is dictated by 
technological considerations. In this case, of course, we 
have a certain weight disadvantage as compared with the 
traditional structure. This is a sacrifice which must be 
borne for the sake of production feasibility and repair- 
ability during operation. 


Unfortunately, as experience in working with truss struc- 
tures in domestic aircraft building has shown, very 
careful selection of material is required. The heat treat- 
ment necessary after a structure made of 30KhGSA steel 
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is welded often leads to its deformation. VNS-2 steel 
retains its strength characteristics in the area of the weld, 
and without subsequent heat processing, but is a quite 
expensive and scarce material. The overwhelming 
majority of light planes of similar structure, built in the 
West, use as truss material steel analogous in its charac- 
teristics to our 20 steel. This is what is advisable for use 
in the truss structures. 


The sheathing panels of the fuselage can be made of 
aluminum alloy, fiberglass-reinforced plastic or dacron. 
To simplify the technology, they can be made flat or with 
a slight single curvature. 


Based on the above-discussed considerations, the Aero- 
progress enterprise is developing the light-weight multi- 
purpose T-407 airplane. It is a strutted, high-wing mono- 
plane with a normal aerodynamic design, a single-piston 
engine and a tractive propeller. 





Basic Flight-Engineering Data 





















































Engine: 

—number | l 
—type M-14P M-I4NTK 
—horse power 360 435 
Crew/passengers, persons 1/6 1/6 
Take-off weight, kg 2,080 2,080 
Fuel reserve, kg 300 300 
Payload, kg 600 600 
Flight speed, km/hr 220 260 
Flight altitude range, m 0-4,000 0-4,000 
Flight range, km 

—with maximum payload 600 500 
—with maximum fuel reserve 1,600 1,200 
Take-off distance (up to N=15 m), m 400 300 
Landing distance (up to N=15 m), m 550 550 
Overall dimensions of cockpit-cabin: length x 4.3x1.34x1.3 

width x height, m 








THE WING AND TAIL ASSEMBLY have a traditional 
structure made of aluminum alloy. Single-slot swivel 
flaps are placed along the rear edge of the wing. 


THE FUSELAGE 1s a truss structure. The truss material 
is 20 steel. The panels of the sheathing are made of 
aluminum alloy. 


THE LANDING GEAR is non-retractable, triple sup- 
port, with a free-oriented nose wheel. The shock 
absorbers are main and front strut—liquid-gas. The 
wheels of the main struts, the braking wheels, with 
500X150 mm tubeless tires, can be equipped with an 
automatic anti-skid system, if the buyer wishes. The 
wheel of the front strut has a 400X150 mm tubeless tire. 


THE POWER UNIT. A series-produced M-14P 360 hp 
air-cooled piston engine with a VS30TA-D35 double- 
bladed variable pitch tractive propeller is installed on the 


plane. The fuel tanks, with a total capacity of 380 I, are 
located in the rear parts of the wing brackets. 


THE CABIN AND CARGO-PASSENGER COMPART- 
MENT. In the basic version of the plane, only the pilot’s 
seat at the left is equipped with controls. The possibility 
of equipping the instructor’s seat at the right with 
controls is provided for in the training vanant. 


The cargo-passenger compartment 1s designed to accom- 
modate cargo with a total weight of 600 kg or seats for six 
passengers. Its floor is designed for a unit load of 400 
kgs/m?. The floor and side of the compartment are 
equipped with hitches to moor the cargo and with 
installation points for the passenger seats. The measure- 
ments of the door of the cargo-passenger compartment, 
located on the left side, are 1.2 x 1.2 m. The pilot’s 
cockpit is entered through doors at the right and left side. 
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There is a footboard in the area of each door which is let 
down at the same time the doors open and retracted 
when it is closed. There is passage between the crew seats 
to the cargo-passenger compartment. An emergency exit 
is located along its right side. 


AIRPLANE SYSTEMS. The electric power supply 
system is 27 V, direct current. The electric power sources 
on the plane are a 3kWt generator and a 25 Amp- 
hour-capacity storage battery. The air system provides 
the engine startup and basic (differential) and emergency 
wheel braking, as well as retraction and lowering of the 
flaps. The fire-fighting system consists of a fire-signal 
system in the engine compartment and a fire- 
extinguishing system. The pilots’ cockpit and the cargo- 
passenger compartment are equipped with a ventilation 
and heating system. 


Onboard Equipment 


The plane’s piloting-navigation and radio- 
communication equipment provide manual plane 
piloting along the air routes of local airlines, in the 
second daytime category, at any time of year, in accor- 
dance with the rules of visual flight over dry land if no 
thunder activity is expected, piloting in accordance with 
homing radio beacons, manual approach for landing at 
airports not equipped for landing by radio-engineering 
systems, and also approach according to homing radio 
beacons. If the buyer demands it, the plane may be 
equipped with a meteorological locator and an autopilot. 


The plane’s radio equipment consists of two USW-range 
radio stations, ensuring two-way voice communication 
with air-traffic control services on the ground and other 
airplanes. In addition, an air-traffic control transponder 
and onboard registration device are installed on the 
vehicle. 


The make-up of all the airplane systems and onboard 
equipment was organized solely on the basis of units and 
instruments found in series production. 


The basic features of the new aircraft are: 


¢ Reliability and good repairability; 

¢ Simplicity of technological and structural designs; 

e Use, in the structure, of reasonably priced materials 
and domestic units and systems in series production; 

¢ Ease of piloting and technical service; 

¢ The possibility of operation on the existing network 
of local airline airports; 

¢ Convenience of loading and unloading; 

¢ Low cost. 


In the development, the task was posed of creating a 
simple, inexpensive airplane, meeting the demands of 
potential buyers, which could be produced both at large 
aircraft enterprises and at small aviation plants. 


At the buyer’s demand, a T10-540-AE2A Lycoming 
engine and set of Bendix King equipment can be 
installed on the plane. 
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The State of Development 


¢ Manufacturing plan ready; 

¢ All experimental and research work completed; 

¢ A full-scale mock-up has been built, and the place- 
ment of the units and systems on it has been worked 
out, as well as the routes and communications (the 
mock-up was exhibited at the International Air-Space 
Show, Room 93); 

« Manufacture of experimental models of the airplane 
is in progress; 

¢ Contracts have been concluded with Peru and New 
Zealand for joint manufacture of series-produced 
airplanes. 


Address all questions of interest to you to AERO- 
PROGRESS. 


Our address: Russian Federation, 101849, Moscow, Ulan- 
skiy Lane, 16. Telephone: (095) 207-05-51. Fax: (095) 
207-03-41. Telex: 411761. 


COPYRIGHT: “Grazhdanskaya aviatsiya”, 1994 


ZIL Vehicle Plant Activities Highlighted 


Problems Viewed 


944E0730A Moscow TRUD in Russian 19 Apr 94 
Evening Edition p 1 


[Article by Vladimir Loktev: “The ZIL: A Head-On 
Collision’ 


[Text] [Begin boxed material] 
—Are ZIL trucks necessary? 
—The tax policy undermines production. 


—How will the government answer the demands of auto 
plant workers? 


[End boxed material] 


For two weeks, the main conveyer for assembly of ZIL 
automobiles has stood idle. The automatic flow lines 
have stopped, the smelting furnaces have been turned 
off, and the mighty forges and presses have fallen silent. 


The ZIL has always been a reliable, economic and 
productive mainstay of the government. And now this 
support has begun to sway, and together with it the fate 
of the almost 100,000-man collective. Moreover, the 
paralysis of the main Moscow automobile plant is about 
to spread at any moment to the 2,000 supplier enter- 
prises of the AMO [Automobile Moscow Society] ZIL, 
bringing with it the threat that many more tens of 
thousands of workers will be left without a job or means 
of existence. 


In the situation of forced idleness, the ZIL trade union 
committee has stepped up its work, as have the plant's 
Sotsprof [Association of Socialist Trade Unions] and 
“Zashchita” trade union associations. The former held a 
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meeting of representatives of the ZIL labor collectives. 
The latter two held a meeting near the second entryway 
which drew, by our accounts, no more than 500 people. 


During the meeting, the base of the monument to I. 
Likhachev—the first “red” director of the ZIL—was 
covered with slogans calling for the workers to enter the 
ranks of the Sotsprof, to re-elect the trade union com- 
mittee, to increase wages by 2.5 times, to guarantee 
employment, and to dismiss the director from his duties. 


We may evaluate the fairness of the demands in various 
ways. Whether to agree with them or not—that is 
another question, albeit an important one. The main 
thing, and I have once again become convinced of this 
while listening to the speakers, were the emotions of the 
meeting—that the method used in the past was ineffec- 
tive in solving the dead-end problems. I believe many of 
those who gathered that day at the plant’s entryway 
understood this. Yet I do not have the heart to condemn 
the meeting participants. The working man, driven to 
desperation and losing his perspective in life, grabs onto 
any possibility of expressing his protest. 


The automotive giant stands idle. Maybe its products are 
not needed, not in demand? That is not so. An impres- 
sive figure was cited at the meeting of the labor collec- 
tives—159,000 automobiles. That is the order for the 
current year. However, the buyers have no money, and 
therein lies the secret. 


Yet how much does the ZIL pay in municipal and federal 
taxes? You would not believe it—92 percent from each 
ruble of profit. Under such conditions, how can the ZIL, 
which is no longer state-owned but has now been 
changed over to joint stockholding, increase wages? (We 
might add that 20 percent of the stock belongs to the 
state, and for this reason the government should not cast 
the plant to the whims of the market elements). How to 
develop, how to acquire new equipment, and finally how 
to support the huge plant housing fund? Questions, 
questions, questions... And they are aimed not only at 
the government. 


The plant manag ' > caught it at the meeting. 


“Today the working i.ian has no time for politics. He has 
grown tired of them,” said director Vladimir Petrov. 
“Where are the new automobiles? Why is it that handi- 
craftsmen work and survive, while a huge plant with 
competent engineers and skilled workers is falling 
apart?” 


“People have worked for 20-30 years, and now what— 
they have to collect bottles for a piece of bread. The 
average wage at the plant is 90,000. But this is due to the 
exorbitant salaries of the managers of various ranks. The 
workers are being laid off, while the managers are 
hatching more new structures which are being tacked on. 
And they are not answerable to anyone. If the workers 
knew that these structures operate for the good of the 
plant—by all means, they would support them. But that 
is not the case. So why should we hatch more parasites?” 
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The meeting adopted an appeal to the government in 
which the ZIL workers demanded an immediate review 
of the program of financial-economic revitalization of 
the plant which they had developed, as well as a positive 
resolution of the main questions: 


—to review the tax policy in the interests of the 
producers; 


—to write off the indebtedness of the enterprise to the 
budget and extra-budgetary funds, as being 
unconnected with the production activity of the ZIL; 


—to restore the granting of free housing to those on the 
plant’s waiting list; 


—to grant the enterprise special-purpose state credit. 


Well, and what will happen if the authorities answer with 
refusal? The ZIL workers intend to picket the govern- 
ment buildings and are also ready to declare a political 
stirike. Such are the sentiments at the capital’s largest 
enterprise. 


General Director Interviewed 
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[Interview with AMO ZIL General Director Yevgeniy 
Brakov, conducted by Stanislav Afonin: “The ZIL: A 
Head-On Collision’’] 


[Text] General Director Yevgeniy Brakov on the reasons 
for the acute crisis. 


[Correspondent] Yevgeniy Alekseyevich, the threat of 
collapse hangs over the automotive plants of Russia, 
including also the ZIL. Why has such a thing happened? 


{[Brakov] The breakup of the Union has led to a sharp 
reduction in the production of our basic product— 
automobiles. While in 1985 we manufactured 212,000 
trucks, already in 1993 we were able to assembly only 
100,000, and that with some difficulty. Production con- 
tinues to decline due to lack of consumer funds. Such a 
thing has never happened before at the ZIL. The collec- 
tive is literally in shock. After all, not that long ago we 
supplied the army with somewhere on the order of 
55,000 “ZIL-131" vehicles. Last year this figure was 
only... 640. The farms bought about 30,000 vehicles 
annually. Last year this figure was only... 200. Ukraine 
used to buy 22,000 automobiles. Today, due to the 
non-clearance of payments in rubles, its market has in 
fact been lost to us. The situation is about the same with 
Kazakhstan, the Central Asian states, as well as all the 
former Union republics. 


It is difficult for me, the director, to explain to the 
workers what has happened. Up until recently, the 
payment for our equipment came to the Central Bank of 
Russia. But because there was no balance of payments 
between Russia and the Commonwealth countries, the 
money was returned. 
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Today we may supposedly manage our products as we 
see fit—we may sell to whomever we want. Yet in fact 
this is not so. We are deprived of the opportunity of 
working directly with our partners. Why? Why, because 
the state hinders the transfer of money. Moreover, they 
have taxed us from all sides with all manner of taxes. 


[Correspondent] If 1 understand you correctly, the 
government has removed itself from any aid to state 
enterprises? 


[Brakov] I would go even farther. It has not only 
removed itself, but it hinders us in our normal opera- 
tions. Even when there was the ruble transfer of money, 
its normal receipt for our products was hindered. Today 
we have been deprived altogether of a sales market in the 
former USSR republics. Both they and we have been 
placed in a most difficult position. The ZIL is forced to 
independently seek means of mutual accounting with its 
partners through third countries, through barter and 
commodity exchange. 


Despite the optimistic assurances of certain state leaders, 
the decline in production continues. How will we 
survive? After all, what is the ZIL conveyer? Standing 
“behind the back” of each person working at it, there are 
at least 1U0 people. These are metal producers, miners, 
manufacturers of electrical wire, glass, tires, plastic, and 
so forth. If the automotive plant stops, the entire series of 
enterprises begins to get feverish. We can imagine how 
many people find themselves under the threat of unem- 
ployment. 


Today in Russia practically all the state enterprises are 
debtors. We all owe each other. And the state—through 
taxes. The government has not settled accounts with the 
peasants for grain, and they have no money to buy 
equipment, spare parts or fuel-lubricant materials. 
Seventy percent of the pool of ZIL automobiles on the 
farms are at least 8 years old. Our equipment is expected 
to last 10 years. What will happen in 2 years? 


Or let us take another problem. It was decided that 
working capital would not be re-appraised with the 
re-appraisal of surplus finished products. We were also 
promised preferential credits for replentishing our 
working capital. The government has still not fulfilled its 
obligation. Our plant, like other state enterprises having 
a large reserve of material resources and long-standing 
economic ties, has found itself in a trap. If we do not get 
state support, the ZIL will once again grind to a halt. And 
for a long time. 


[Correspondent] And what are you yourselves doing in 
order to keep afloat? 


[Brakov] Unfortunately, little here depends on the plant. 
First of all, we must stop the bacchanalia with the level of 
wages in the sector. Judge for yourselves. Next to us is 
another plant, and the wages of its workers are two or 
three times higher. Compare them with the automobile 
industry abroad. The wage level at different enterprises 
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fluctuates there by only a few dollars. The ZIL worker 
today earns an average of 100,000 rubles [R]. What can 
you buy for that? 


Secondly, we must immediately settle accounts with the 
farm, with the army and with the defense industry. Our 
contractors will have money, and they will begin to take 
the automobiles. Then we too will deduct funds to the 
state budget. 


Thirdly, it has long been time to straighten out the 
matter of taxes. They have simply suffocated us, the 
manufacturers. At the initiative of the government, there 
was a re-appraisal of the fixed capital. For the ZIL there 
was a 28.7-time increase. Up until recently, we paid tax 
in the amount of 1.5 percent on the fixed capital. Last 
year this was R400 million. Now we must pay 2 percent. 
It seems that this is not so much, only half a percent 
more. But this is already not R400 million, but rather 
R40 billion. Last year our profits for the entire ZIL were 
R60 billion. Is it conceivable that we can withstand such 
a tax press? 


We are up to our ears in credit debts. We are being 
granted credits at 250-300 percent, and for a period of 2 
or 3 months. The banks will not risk giving money for a 
long term. 


How can we speak of any kind of development or 
technical progress if the plant is always working fever- 
ishly. We are living one day at a time. Not living, but 
surviving. A few years ago, the decision was made 
regarding the changeover of the ZIL to the manufacture 
of automobiles which operate on diesel fuel. We began 
building a diesel engine plant in Yartsevo of Smolensk 
Oblast, and at the main plant we began developing 
extensive press and body production. We began devel- 
oping and modernizing branch plants. Now, it turns out, 
no one needs any of this. We might ask, who is going to 
untangle all this (supposedly market-related) mess? 


Orenburg Locomotive Repair Plant Problems 
Highlighted 
944E0693A Moscow GUDOK in Russian 30 Mar 94 p 2 


{Article by A. Loginov: “In a Financial Trap: Where the 
Orenburg Locomotive Repair Plant Has Found Itself] 


[Text] Many enterprises which were only recently the 
pride of domestic industry, having found themselves in a 
difficult situation, are suspending or cutting back produc- 
tion and converting to the output of new products. 


Transport enterprises, which are the connecting link 
between the sectors of the country’s national economic 
complex, have not survived this ordeal. Indeed, it can be 
no other way: the continuing recession in industrial and 
agricultural production inevitably leads to a reduction in 
the volumes of transport along the steel mainlines, to 
losses of revenue and to the difficulties attendant on these 
processes. 
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While the railroads and their divisions, with structural 
subdivisions at the sites, directly connected with the 
customers with freight and passenger transport, still 
,omehow manage to “get out of their difficulties,” how- 
ever, the repair plants for transport have found them- 
selves in a more complex, two-sided situation, On the 
one hand, located on the territories of specific railroads, 
but independent of them, they work according to the 
plans of the former plant main administration, con- 
verted into the Roszheldorremmash AO [Joint-Stock 
Company] and Vagonremmash, for all the mainlines of 
Russia and the CIS. On the other hand, these enterprises, 
specialized at one time to repair specific types of rolling 
stock, depend directly on the railroads: will the necessary 
number of diesel locomotives, for example, be planned 
and supplied to them, or will the railroads prefer to put 
them in good order under depot conditions, thus saving 
funds and trying to maintain the corps of repairmen? 
The second point of dependence is whether they will be 
paid on time for the equipment repaired at the plant 
shops or, pleading the absence of “real” money, will the 
railroads ‘“‘dawdle,” literally bringing the plant workers 
to their knees. 


It is in this precise situation that the Orenburg Diesel 
Locomotive Repair Plant has found itself. When I pre- 
pared for an out-of-town assignment to the South Urals 
Railroad, I never supposed that I would hear there an 
SOS signal in the literal sense of the words. 


In conversations with workers of various ranks in Che- 
lyabinsk, and after that in Orenburg, the last point on my 
trip, however, I heard that the locomotive repair plant 
here is on the brink of a complete (') shutdown, and that 
some of its shops and plant management departments 
have already been forced to work only four, three and 
even two days a week... and that the last wages here had 
been paid only for November of last year. 


1 found out about this from a conversation with A. 
Sinyanskiy, chairman of the rayon trade union of the 
Orenburg Division of the road. In complaining about the 
deterioration in the social situation of the railroad 
workers of his ‘‘agricultural” division, as compared with 
the neighboring “industrial” divisions, where such giants 
as the Chelyabinsk, Magnitogorsk and Orsk-Khalilovo 
metallurgy enterprises, and their attendant machine- 
building enterprises, still provide an opportunity to turn 
the wheels, he told me about the fewer possibilities for 
building housing and social-cultural facilities. They were 
threatened, he said, by a triple pull—the Orenburg 
Division, the Orenburgtransstroy Trust and the locomo- 
tive repair plant—to rebuild the school camp, to get 
away from the dilapidated temporary structures, so that 
the children could go there in the summer for recreation, 
and the rest of the time—the adults. They were not up to 
it. Particularly the locomotive repair plant, which had 
already found that it was in no condition to maintain its 
own Palace of Culture (this would cost a lot!) and had 
transferred it to the balance of the local organs of 
authority. They had similarly “given up” a shop with an 
area of 6,000 square meters, built with no small effort 
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(incidentally, on the eve of the perestroyka which had 
begun in the country). Of the 3,200 people working at the 
plant three years ago, only 1,860 are left today. 


The eternal Russian question arises: “What is to be 
done?” Or: ‘Where did we go and what have we come 
to?” 


| had a slightly difficult talk about that with Vladimir 
Nikolayevich Pankov, director of the Orenburg Locomo- 
tive Repair Plant, and after that back in Moscow, with 
Anatoliy Ivanovich Chumachenko, former director of 
this plant. He headed the enterprise at the end of 1984, 
coming from the post of chief engineer at the Ufa Diesel 
Locomotive Repair Plant, led it from break-down to 
prosperity, and in 1990 was appointed chief engineer of 
the Plant Main Administration of the MPS [Ministry of 
Railways]—now the Roszheldorremmash AO. 


So the plant, which had come from being among those 
lagging behind to being one of the foremost plants, from 
the steam locomotive age to the diesel locomotive age, 
and had now begun to master the repair of electric 
locomotives at the same time, suddenly finds itself a 
beggar hero at the crossroads. It has slipped from the 
yearly repair of 400 diesel locomotive sections (its capac- 
ities made even 600 possible) to 112 last year. They were 
slated to issue over two dozen electric sections from 
repair—they only managed 18. It was not their fault: last 
year they received only 20 percent of the funds which 
had been slated for allocation to the plant to re-equip the 
sections. 


This year they planned to put 50 electric locomotives in 
good working order, have succeeded in concluding con- 
tracts with the roads for only 5, and not a penny has been 
allocated so far for this in the first quarter. All the same, 
in January they issued two, the same number in Feb- 
ruary, and in March—one, the last one. What lies ahead? 


They concluded a contract with the neighboring Tselina 
Railroad (since the Russian ones are in no hurry) to 
repair 35 diesel locomotives. Not a bad order for these 
days. A misunderstanding arose with the clearing 
accounts, though: the leaping Russian Ruble finds no 
meeting point with the Kazakh Tenga. What could the 
neighbors use to settle accounts—metal? Because of 
customs and other twists, however, it turned out to be 
over |.5-fold more expensive. They have had to suspend 
the repair, setting the locomotives aside on spare tracks 
until things are cleared up—although this 1s unprofitable 
for both parties. 


There is a similar situation with Ukraine. Even though 
(once again!) an intergovernment agreement was signed, 
and an inter-railroad and interbank.... The Poltava 
Diesel Locomotive Repair Plant, to which the Orenburg 
plant supplied a substantial number of cylinders, piston 
rings, etc., took on the repair of passenger TEP60 diesel 
locomotives for the Russian railroads. It would seem to 
be mutually advantageous: work for them, work for us. 
Again, however, there are financial-economic and other 
sorts of obstacles. 
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‘Machines came from Poltava twice,” Pankov told me. 
“Realizing the situation, we issued what they needed on 
credit (it reached 64 million rubles [R]). They came a 
third time, cursing, and said they had transferred R120 
million. But this got bogged down somewhere.” 


‘We have as many debts as a dog has fleas,” Vladimir 
Nikolayevich got excited and opened up his financial 
sheets. ‘‘We owe R209 million for electric power, R195 
million for heat, R170 million for gas and R49 million 
for water.” 


He further cites the millions in budget withholdings, 
every possible compulsory fund, taxes, and for this item 
alone the sum jumps beyond a billion. The result: the 
plant owes R3.7 billion, and it is owed R4.3 billion. It 
would seem that there is a plus of R600 million in their 
favor, but how do they claim it? The railroads for which 
they are repairing equipment and supplying spare parts 
cannot get cash from their customers either, and are 
most often satisfied with barter. 


Take this example. Last December the plant shipped 
commodity output worth R1,409 million to the roads, 
but these transferred only R501 million (one-third) to its 
current account: in January, respectively R1,507 million 
and R386 million (approximately one-fourth). What is 
more, accounts with their clients were partially settled by 
barter in payment of the debt, in December by R475 
million and in January—by R670 million. The arith- 
metic was similar in February. For the rest—just wait. 


The plant workers, in order to survive and stay afloat 
somehow, are taking out a loan at the Orenburg Indus- 
trial Bank at 215 percent annual interest. But they have 
to pay off their accounts—and from nothing, if every- 
thing to the last drop is taken from the current account? 


The plant is in an upheaval. How many times has its 
director (don’t envy Pankov!) appealed for help to his 
own ministry, his own Roszheldorremmash AO. I cannot 
say that they do not listen to the voice crying in the 
wilderness there. They listen, advise and try to help 
(voices and requests of this sort, though, are also heard 
from other enterprises). They telephone and send pleni- 
potentiaries to the roads, in order to force their directors 
to pay up, to compensate the plant workers in some way 
for what they owe. 


I ask the present director and the former director the 
same “seditious” question: about sanctions against the 
railroads, which for months have not transferred pay- 
ments for the locomotives the plant has repaired and the 
spare parts it has supplied. After all, they are charging 
their own customers two-percent fines for each day (!) 
and if even this does not work, they can stop feeding the 
railcars needed to ship the products of the debtor- 
enterprises. 


“No,” | hear the same answer from both Pankov and 
Chumachenko, “we are not applying this sort of sanction 
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against the railroads. Otherwise, we would get no orders 
at all from them for equipment repair (and so they fell to 
the limit).” 


One could probably dispute this “truism.” If today we 
are making practically no orders and are buying no new 
locomotives (just like railcars), are writing them off by 
the thousands, and are dismantling for spare parts the 
ones that have served out their lifetime, do we still have 
to repair the ones that are in operation and keep them in 
good working order?! It is right here that you can not 
make do with depot repair, however much it is consid- 
ered cheaper and more advantageous for the railroads 
than plant repair. 


This is the subject of a special conversation—and we will 
continue it. For the time being, Roszheldorremmash 
helped the sinking plant “beat” the scheduled crumbs of 
debts out of the roads and obtain from one of the banks 
in the capital an R500 million loan at 230 percent 
interest. 


I say: ““But this is the regular financial noose, into which 
the plant falls without having got out of the first one.” I 
hear, in answer: “How else can it be?” 


In reality—how else can it be? At the plant, for four 
months, from November to the beginning of March, the 
telephones were silent (the communications workers 
disconnected them for non-payment of a R25 million 
debt). After all, now they can cut off electric power, heat, 
gas.... Therefore, in drawing up the loan, the tough 
condition of the plant was presented—the money will go 
to pay off debts, for supplies of metal and other things 
for a repair facility.... Not a ruble for wages.... 


“I am ashamed to look the people in the eye,” Pankov 
said bitterly. In a little over 15 years at the plant, he has 
gone from foreman to shop chief, deputy chief engineer 
and head technologist of the enterprise, and has done 
everything to make work and living conditions better. 
“And what have we come to now?” Pankov takes from 
the table a heavy stack of applications and requests. “‘It 
is indeed a disgrace when people, as a favor, ask for an 
allotment from what they have earned but has not been 
paid them! For one—for a trip to a wedding, another 
asks to be issued leave pay for December (and this is—in 
February!) to repair his house.... A single mother: her son 
is a Student in a technical school that requires payment, 
allot R120,000.... Petr Nikitovich Kondratyev, a veteran 
(46 years of labor service, 37 of them at the plant) writes: 
I am ashamed, as they say, to ‘beg,’ but the heating unit 
in my home is out of order. Before, 1 could have bought 
one for half of my monthly pension, but now half a year’s 
is not enough—it costs R535,000.”’ 


All right, the director thinks, we can send an experienced 
mechanic to the old man, he can do something to help. 
For the rest, though, where can we get money “to live 
on?” We used to be able to release part of the receipts 
from the plant dining hall for this, but now, when we 
have “‘frozen’”’ the wages for the workers, we have been 
forced to introduce the coupon system. 
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The plant has stopped updating equipment and 
rebuilding shops and sections. Because of a lack of funds 
to maintain the facilities for social purposes, as has 
already been noted, it has been deprived of its Palace of 
Culture, and has stopped rebuilding the camp for the 
school children. It is increasingly difficult to maintain 
the housing fund, and this means 55 houses with an area 
of over 100,000 square meters. 


Kindergartens.... Whereas before the plant workers were 
provided with free catering there, and the plant repaired 
them and equipped them with modern services and utilities, 
now it just might allot a bucket of paint for cosmetic repair. 


Medicine.... A branch of the railroad hospital, a poly- 
clinic, and also dispensaries, which took prizes in their 
day, are located on the territory of the plant microrayon. 
The polyclinic has been under repair for three years— 
there is still a lack of funds. There are simply not enough 
of them for the very expensive maintenance. 


The base PTU-12 [vocational-technical school]. At one 
time its graduates were guaranteed work places at the 
plant. They worked out a program for mastering voca- 
tions in a broad range of specialties: a lathe operator, so 
that he could work at a boring machine or a jig-boring 
machine with programmed control; a welder, for both 
electric and gas welding. 


“So if we give up the PTU, where teenagers are given 
dormitory housing, and instruction in good classes and 
workshops,” asks Pankov, “will they go out on the street? 
Into business? Or earn their living doing something else. 
It is a pity, after all, most of the kids in the school used 
to live in children’s homes. Does this mean condemning 
them to homelessness?” 


When meeting directors of various ranks at the South Urals 
and chatting about their present difficulties, | asked about 
the plant that was suffering the misfortune. I heard: 


“If the plant shuts down—it is bad, of course. But if 
this happens to the railroad—everything will go 
away.” 


This is probably true. We must not forget, though: it is a 
question not simply of one of the repair plants, but also 
of an enterprise which supplies a broad products list of 
spare parts for the railroads of Russia and the CIS. This 
can have an effect on their work. 


It is not yet too late, this growing disintegration must be 
stopped. 


October Railroad Spare Parts Problem Scored 
944£-0693B Moscow GUDOK in Russian 30 Mar 94 p 2 


[Article by G. Osipov, deputy chief of the Locomotive 
Service of the October Railroad: “Today Spare Parts, but 
Tomorrow?....”’] 


[Text] The locomotive fleet is growing old. It is virtually 
impossible to replace the machines that have worked out 
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their life under the conditions of the production slump and 
the severance of ties with the enterprises of the near 
abroad, and indeed, it is to no purpose. How can the 
available machines do their work and how long will there 
be enough of them? 


All the problems of the diesel locomotive fleet (and on 
the October Railroad it is the predominant one) can be 
clearly seen from the example of one of the major 
enterprises on the network—the Volkhovstroy Locomo- 
tive Depot. In 1988, 135 freight locomotives were main- 
tained here. With the reduction in the transport volume, 
some of the machines were transferred to the Petroza- 
vodsk Depot. Now only 70 are left at Volkhovstroy. In 
order to keep them in good working condition, they have 
been assigned to locomotive and comprehensive repair 
brigades. What is more, the personnel selected are quite 
qualified, experienced people, and make it possible to 
maintain the diesel locomotives at the necessary level. 
Moreover, they introduced a set of equipment here for 
technical diagnosis of the locomotives. 


No matter how they cared for them, though, the 
machines naturally get out of order. The TE10 is obso- 
lete. Its D100 diesel, developed at the dawn of diesel 
locomotive traction, does not guarantee reliable work. 


The M62 diesel locomotive, developed in its time for 
railroads in European countries and intended for light, 
or rather, export work, found itself on Russia’s difficult 
proving grounds. On the Volkhovstroy-Petrozavodsk- 
Kem and Volkhovstroy-Cherepovets sections, it had a 
hard time pulling four-five-thousand tonne consists. 
This locomotive is in general not suited for intensive 
hauling of such consists. In the future it will be even 
worse, for after all, the diesel locomotives are wearing 
out. For example 130 M62 machines have been in 
operation on the October Railroad for 20 years now, and 
another 57 M62 diesel locomotives will reach this 
milestone in two years. Series TEIO and M62, with 
low-power diesels, are unreliable in operation, not to 
mention the fact that they are uneconomical and do not 
meet ecological requirements. They should be replaced 
immediately! Only, with what? 


Operations workers will still be able to work on these 
diesel locomotives for some time, but this will cost them 
a pretty penny. The TEP70, TEM7 and 27E116 diesel 
locomotives are equipped with more powerful diesels. 
They rarely break down en route, are more economical 
and ecologically cleaner—they do not have fuel or oil 
leaks, nor other harmful emissions. 


The thought comes to mind: why not put more powerful 
four-stroke diesels on the TEIO and M62 locomotives? 
Even under the present crisis conditions, there are plants 
with enough technical potential to manufacture them. 
They manufacture 5D49 diesels at Penza and Kolomna, 
and can make them at Bryansk. The collectives of these 
enterprises would be glad to have our orders. Inciden- 
tally, there is experience in this. GUDOK reported on 
what happened in Germany when the time came to 
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exchange the diesels on the diesel locomotives. They did 
not write off the machines for scrap metal there, but 
announced a competition, in which the best known 
diesel locomotive building firms would take part. The 
managers gave their preference to our Kolomna Plant. It 
is a pity that we have not proved to be so enterprising! 


Under the conditions of the breakdown in economic 
relations, we must set up direct cooperation with enter- 
prises. For example, we have a good business contact 
with the Lyudinovo Plant, which performs capital repair 
of TEM7 diesel locomotives. We sent a TEP70 to the 
Kolomna Diesel Locomotive Building Plant after eight 
years of operation, and hope that they will do a good job 
of renovating it. These direct ties with the plants are 
advantageous to the railroad. 


We have to work within the limits of our technical 
potentials. For example, last year, at the Volkhovstroy 
Depot, we plagued the life out of them with a mass of 
chips on the wheelpairs, caused by a multitude of track 
defects. We had to machine 672 wheelpairs in the spring. 
We did not manage to do this completely. Complications 
came up on the road. The Petrozavodsk Depot had to 
machine the wheelpairs of the TEIOMU diesel locomo- 
tives because the wheel tires were worn, and the time has 
come to do this on the 2TE116 as well. How could we 
operate if we had only 120 wheelpairs for the whole fleet 
of 390 sections! 


The road is in debt. Plant prices for capital repair are 
becoming inaccessible. So we have had to handle this 
work ourselves. Last year we carried out capital repair of 
the first batch of over 20 sections. This year we plan to 
put 75 sections in good working order this way. At the 
same time, the quality of the depot work is in no way 
inferior to that of the plants. This is the limit, though, 
our technical base is not highly developed, and it became 
possible to perform capital repair only when there was a 
reduction in the demand for “hoisting” because of the 
drop in transport volume. 


The Byborg Depot also had to do hoisting repair. We 
hope that we will be able to repair 48 sections of the M62 
diesel locomotive there. This will make it possible to 
fully guarantee the road’s need for this type of work in 
the next two years. 


There is one special feature here, though: diesel locomo- 
tive equipment, which we used to get from the MPS 
[Ministry of Railways] main administrations through 
Our requisitions, now, just like spare parts, 1s ordered by 
the road’s material-technical supply service. But the road 
doesn’t have the money to get it. As a result, the diesel 
locomotive fleet has found itself without turbines, 
reducing gears, small electric motors, wheelpairs and 
diesels. We can still get some of these, but on the road the 
clearing accounts for capital repair are proceeding 
according to an “‘advice note,” and this type of purchase 
requires “real” money. 


The plants of the former Ministry of Heavy, Transport 
and Power Machine Building and some of those of our 
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former TsTVR [Main Administration for Locomotive 
Repair Plants of the USSR Ministry of Railways] 
became joint-stockholding companies. They work only 
for cash or with pre-payment. This stumps the railroad. 


Just what will happen to the diesel locomotive fleet on 
the October Railroad? 


About 60 TEP60 diesel passenger locomotives will be 
operated up to the year 2005. Only the Poltava Plant will 
perform their capital repair. We on the October can do 
only the hoisting, and do only one section a month of 
that. 


We have 115 TEP70 diesel locomotives. Ten of them 
need capital repair this year. This is possible. But after 
that, the process of locomotive wear will increase. There 
is a danger that the Kolomna Plant will not stretch to this 
work. Indeed, we have no money for it. I think that the 
MPS should give the road permission to perform routine 
second and third phase repair. We can absolutely cope 
with this. The mileage norms established by the manu- 
facturing plant should remain. The problem of the 
technological reserve of wheelpairs and electric traction 
engines must also be solved (so far no one is doing this in 
Russia). 


Even though we have found a temporary way out for 
spare parts for the series M62 machines and its modifi- 
cation—we dismantle old locomotives—industry should 
in no case curtail their production, or else these locomo- 
tives will be laid up everywhere. 


We can still operate the Hungarian diesel trains for about 
five or six years. After that they will have to be replaced, 
since there are no spare parts for their repair. This 
problem must be solved as soon as possible. 


I think that other roads that have a large diesel locomo- 
tive fleet are experiencing the same difficulties that we 
are. We have one task: together with the ministry, draw 
outside enterprises more widely into the production of 
spare parts, engines, assemblies and units. The diesel 
locomotive fleet must be saved. 


Railway Safety Issues, Equipment Failure Viewed 
944A0691A Moscow GUDOK in Russian 31 Mar 94 p 2 


[Article by S. Kasatyy, GUDOK correspondent: ‘‘Losses 
due to Sub-Standard Performance—700 Million 
Rubles”’} 


[Text] An important reserve for increasing the economic 
efficiency of railroad work is the elimination of wrecks 
and accidents, and reduction of cases of sub-standard 
performance in train and shunting operations. 


Last year there were 799 cases of sub-standard perfor- 
mance, 4 wrecks and 3 accidents on the Volga Railroad. 


Yu. Tsittel, chief of this railroad, reported at the techni- 
cal-economic council which took place, that the losses 
from cases of sub-standard performance, accidents and 
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wrecks in 1993 alone constituted over 700 million rubles 
[R]. Losses due to late delivery of freight and commercial 
rejects were high. Three wrecks out of four were because 
of track workers: labor and technological discipline is 
low among fitters, brigade leaders and even foremen. 


As the speaker noted, according to last year’s results, 
because of the increase in sub-standard performance and 
the most flagrant violations of safety rules, hardly a 
single road management could be given a satisfactory 
evaluation. There are almost twice as many absentees 
and drunks per thousand workers on the Volga Railroad 
than on the average for Russian railroads. 


Nearly always—the established norms for repairing and 
operating railcars and locomotives, STsB [Signalization, 
Centralization and Blocking] and communication devices 
and other transport-technical devices are violated. 


“Our main trouble,” said B. Ladyzhenskiy, first deputy 
chief of the railroad, “‘is that we do not fulfill orders, but 
after all, these documents formulate and define, with 
maximum precision, the specific requirements for the 
workers carrying out their duties, the directors of the 
lower subdivisions, divisions, services and the road 
management. 


“We have poor discipline and little sense of responsi- 
bility, though. A railcar inspector goes out to process the 
trains with a hook and an electric lantern, not having on 
him the necessary gauges or measuring instruments, and 
thinks that this is normal. By no means every road 
foreman knows how to use a track gauge correctly. 


“On two occasions recently I headed a road commission 
checking the safety conditions on the Yershov Divi- 
sion,” Boris Timofeyevich went on, “Well? The Krasnyy 
Kut junction was a disaster, because they work on the 
‘take a chance’ system there. The inspectors pay calls 
there, but what use are these journeys: they jot down 
various notes, as a matter of form, but take no measures 
against safety violators. At the Pugachevsk Depot, again 
on the Yershov Division, locomotives issued for pas- 
senger trains are not inspected by a command staff, as 
the rules require... 


“The incompetence of those who are involved in train 
and shunting operations has taken on a simply mass, 
threatening nature. This example was given: at one 
depot, because of the ignorance of the crew, it was not 
the electric traction motor of a locomotive, which had 
got out of order, that was disconnected, but—the motor 
of one in good working order. In another case, the 
engineer sent his assistant to shut off the distributor 
valve on a rail car, but the assistant went and shut off the 
brake end cocks and nearly deprived the train of the 
required brake pressure. It was a good thing that the 
engineer noticed in time and corrected the error, or they 
would have gone out onto the section without any 
brakes.” 


These and numerous other examples of dense technical 
incompetence attest to the fact that locomotive workers, 
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railcar workers, track workers, transport workers and 
other workers involved in ensuring traffic safety have 
been very badly trained everywhere. The ignorance and 
lack of skill of rank-and-file people carrying out their 
duties very often leads to sub-standard work and damage 
to locomotives en route. 


The poor organization of training and raising qualifica- 
tions attests to the fact it is not those who just recently 
sat, let us say, at a locomotive control panel, and not the 
novice transport workers who violate the safety rules, 
but the experienced workers. A first-class engineer drives 
a train with false information about the brakes. 


This means that training should be continuous, in order 
to raise the vocational level of the workers. 


As I. Tsinkerman, chief of the Signals, Communications 
and Computer Technology Department, justifiably 
noted, the competency of many commanders of various 
ranks is such that they themselves must be taught the 
ABC’s of the railroad business. What kind of teachers are 
they, then, for their subordinates? 


V. Nikitin, deputy chief of the railroad for Personnel and 
Social Problems, expressed anxiety about the fact that 
the number of engineers and technicians at the sites is 
being sharply reduced. At the Astrakhan Division, one 
can literally count on one’s fingers the number of 
working railroad men who are taking correspondence 
courses at transport VUZes [higher educational institu- 
tions] and technical schools. Many positions are held by 
practical workers whose technical knowledge is very 
limited. It is clear that these people are not capable of 
conducting technical training or directing production at 
today’s level. V. Nikitin noted that on the Pallasovka 
track subdivision, they feel sorry for their drunken 
workers, and do not fire them, but make drunkards of 
them and others. What kind of safety can be ensured 
there from a track worker who is “under the weather’? 


Safety and finances are inseparable—this was the 
essence of the speech made by A. Korolkov, chief of the 
Financial Department. Freight loading and shipment ts 
now reduced by over 30 percent. This is where the large 
deficit in the road budget comes from. Losses here due to 
sub-standard work, accidents and wrecks constitute hun- 
dreds of millions of rubles. 


Unfortunately, at the technical council, especially dedi- 
cated to safety, not a word was said about whether losses 
from slip-shod workers are recovered. Later on I met 
with inspectors and financiers, in order to get an answer 
to this question. It turns out that damages can and must 
be recovered from those who damaged rails, locomotives 
or railcars, in the railroad’s favor, in an amount not 
exceeding the monthly wage of the guilty person. 


“Was much recovered from slip-shod workers during 
1993?” I expressed my interest to A. Korolkov, chief of 
the Financial Department. 
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“So far, not all the amounts, since the materials on 
recent accidents and cases of sub-standard work, and 
institution of criminal proceedings against the guilty 
parties are at the stage of investigation in the people's 
courts. Even if they decide that the losses are to be 
recovered, quite a while will pass before the money 
begins to come in.... And the prices for the things will be 
different.” 


Nothing was said, either, about the public-spirited 
people, or about the role of the assistant directors of the 
enterprises, specially introduced to deal with safety. No 
evaluation was given of the work of the inspector mem- 
bers of the staff for the mainline and divisions. It is 
annoying that these topics, important for safety, were 
omitted. 


Novosibirsk Locomotive Repair Facility Profiled 
9441:0691B Moscow GUDOK in Russian 31 Mar 94 p 2 


[Article by V. Lendov, GUDOK correspondent: “A 
Survey of the Anniversary Celebrant: Novosibirsk Is 
Mastering the Repair of Czech Locomotives’’] 


[Text] The plant came into being, that is, began to repair 
steam locomotives, in 1943. Evidence of this fact 1s an 
order by the Narkomat [People’s Commissariat] of Rail- 
roads on starting up its operation somewhat later—in 
April 1944. They worked, as everybody did at that time, 
for the front. The Novosibirsk workers had over 2,000 
steam locomotives put in good order to their account 
when, in 1945, the plant changed its specialty and began 
to repair electric locomotives. 


By its 50th anniversary, the plant had put back into 
operation over 6,000 electric locomotives of various 
series, and ten-fold more electric motors, and had man- 
ufactured 40,000 locomotive wheelpairs. It made, of 
course, a great many other things: spare parts for loco- 
motives, over a million tonnes of iron casting and 26,000 
tonnes of non-ferrous casting, bridge supports and over- 
head wire-contact system suspension elements for elec- 
trification of the Transsiberian Railroad. NERZ 
[Novosibirsk Electric Locomotive Repair Plant] had 
done a great deal for the city, in particular, supplying the 
metal structures for bridges across the Ob and Berd and 
for the construction of subway and other facilities. 


Today the electric locomotive repair plant is a modern 
enterprise, equipped with the newest high-productivity 
equipment. There is a robotized complex here, various 
semi-automatic machines, unique machine tools and 
flow lines and over 200 units of hoisting-transport 
machines. 


One can add to the “survey” of the anniversary cele- 
brants, the fact that NERZ has always had a reputation 
in Novosibirsk for paying close attention to the social 
sphere. Along with the plant wings, a whole small town 
has been built up (50 apartment houses with an area of 
66,000 square meters), schools and child-care combines, 
a sports complex and stores, medical institutions and a 
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hotel, a movie theater and a swimming pool. There is a 
subsidiary farm which has over 3,400 hectares of 
agricultural products. 


I found all this out from the information prepared for the 
jubilee. V. Klimov, director of the plant, did not tell me 
a single word about the former achievements of the 
foremost collective in the sector. He is right now mainly 
occupied with the present state and the tomorrow of the 
enterprise, where about 2,500 people are working. 


“We were the base enterprise for repair of the VL60 
electric locomotive, practically the only one in the coun- 
try,” says Valeriy Mikhaylovich. “This series has been 
going on for 20 years now. The Ministry and the Loco- 
motive Main Administration asked us to help prolong 
the life of these machines by 10-15 years. We did it, we 
modernized the locomotives, the bogie frames and the 
body.” 


But now the powerful enterprise, increasing its flowline 
production from year to year, has begun to slow down its 
chosen course: in 1993 it put 260 machines in good 
working order, in 1994 it is looking at an order for 180 
locomotives, and indeed may not even achieve these 
figures: there are fewer roads, and the fleet has 
decreased. A major buyer such as the Odessa Railroad 
(to this day, it owes the Siberians 340 million rubles [R}), 
for example, has found that it is now foreign—so have 
the Central Asian and Tselina railroads. Besides, the 
VL60 is already highly obsolete, and all of these 
machines are going into the reserve. The electrification 
of the railroads, which provided quite a large additional 
amount of work, has also “gone off.” Railcar brake shoes 
have begun to be cast at released “‘defense plant” sites, 
creating competition for the powerful NERZ casting 
shop. 


These unpleasant surprises were not, to tell the truth, all 
that unexpected for the plant workers. They got used to 
looking ahead here, and foresaw the ‘“‘thinned-down” 
portfolio of orders. As far back as 1992 the specialists 
began to think about how to repair OP units (diesel 
locomotive and electric locomotive sections combined tn 
one vehicle) for the open-pit coal mines of the Kuzbass. 
In May the designers and technologists rolled up their 
sleeves, in September they began to develop the repair of 
bogies, in November the first unit stood in the bogie pit, 
and in February its repair was finished. Last year they 
provided sound “treatment” for eight of these machines, 
and are now doing twice as many. 


“All the same,” I address V. Klimov, “has this become 
an ‘I Spy’ game for the plant, for after all, there are not all 
that many open-pit coal mines in the country, and they 
do not use these units at them everywhere?”’ 


“In fact, this is not our main stake,” noted Valeriy 
Mikhaylovich, “‘but it 1s still quite a help in difficult 
times. Since the plant changed our specialty in 1945 and 
1965, why not take a new turn now? We simply must do 
it—after all, it 1s a question of the plant’s survival under 
the new conditions.” 
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The market means producing goods which are in 
demand and will sell. On the Russian mainlines, where 
the freight transport volume is dropping for the time 
being, the need for passenger transport 1s growing, and 
this means the demand for passenger locomotives and 
their repair as well. These are mainly Czechoslovakian 
electric locomotives. The Novosibirsk workers are begin- 
ning to deal with them. The only plant to repair electric 
locomotives of the ChS series remained abroad—in 
Zaporozhye. The MPS [Ministry of Railways] made a 
decision: the direct current ChS2 electric locomotives 
would be repaired in Yaroslavl, and the alternating 
current ChS4T—in Novosibirsk. 


It is not an easy matter to master the new machine and 
put it on the flowline. Moreover, the Novosibirsk 
workers are not planning to trifle with the job—they 
intend to start capital plant repair immediately. Will 
they succeed? 


A. Sysuyev, chief engineer, V. Tretyanykh, chief technol- 
ogist, and the design and technological departments have 
set to work energetically. They have to sweat over it: 
there are not even any plant blueprints for these 
machines. The main administration helps here, of 
course, but they basically have to work it out themselves. 
As Valeriy Mikhaylovich aptly put it, the entire plant 
intellect has been activated, and all the specialists are 
working at tremendous tension. After all, it is not just a 
matter of preparing the equipment, machinery and doc- 
uments. A number of shops have to be rebuilt: instru- 
ment, bogie and electric machinery shops. A number of 
sections have to be redesigned, several new ones have to 
be organized and the bogie pits in the assembly shop 
have to be lengthened. All this is being done without 
shutting down the production facility. 


Beyond the rebuilding and technological problems, 
another very important problem has not been forgot- 
ten—personnel training and instruction. The NERZ 
technologists, designers and electricians visited the elec- 
tric locomotive depot at Kirov. It has a large fleet of 
passenger machines, and the Kirov workers mastered 
their repair together with Czech and Slovak specialists. 
The plant began to send workers there beginning in 
March 


“A precise plan was worked out,” says V. Klimov. “In 
the first six months, we must master repair of electric 
motors, this is the main thing. The second—we take on 
the first electric locomotive. The intention is to do at 
least 70-80 locomotives in 1995. There is enough work: 
after all, about 450 ChS4T machines are in operation on 
the Gork1y, Southeastern and Volga railroads. There are 
also over 250 ChS4 electric locomotives, as well as 
ChS2T. We're “stretching to them. 


“We hope,” continued Valeriy Mikhaylovich, ‘“‘to have 
our own share in servicing the Czech machines, which 1s 
organized in Yaroslavl. The possibility of our having to 
go to direct relations with Skoda for spare parts is not 
ruled out.” 
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This is how our conversation about the anniversary of 
the Novosibirsk Electric Locomotive Repair Plant 
turned out. Incidentally, they devoted only one day to 
the celebration—there is no time to slacken the pace | 
have no doubt that at the end of the year | will go to 
NERZ to write a report that the plant has made its third 
change in specialty. 


Minister Highlights Railway Performance, Programs 
94410720A Moscow GUDOK in Russian 13 Apr 94 p 1 


[Article by I. Davydov: “Situation is Complex But 
Under Control: From A Ministry of Railways Selector 
Conference’’] 


[Text] In opening yesterday’s selector conference, Min- 
ister of Railways G.M. Fadeyev noted that, notwith- 
standing the increase in economic difficulties, the rail- 
road workers of Russia are steadfastly carrying out the 
transporting of freight and passengers. This has been 
promoted to a large extent by the decisions adopted 
during the December and March expanded boards, the 
meeting of railroad chiefs with V.S. Chernomyrdin and 
also by the results of the regular assembly of railroad 
chiefs in Yekaterinburg, where basically new approaches 
were developed for solving a number of questions. 


Certainly, the continuing decline in shipments and the 
inoperative payment mechanism are aggravating the 
status of the railroad workers. The minister stated that 
the situation is complicated and not under control and 
he appealed to all worker collectives to calmly and 
confidently implement the program as developed. The 
reference point is the same for everyone—a wage agree- 
ment which must serve as a guide. In accordance with 
this agreement, the average branch wage in March will 
amount to approximately 291,000 rubles, that 1s, 
indexed by a factor of 1.43 (according to the wage 
agreement—1.40). 


Today’s most urgent task—to reduce expenses and 
increase income. The decisions handed down by the 
March board and the conclusions drawn by the assembly 
of railroad chiefs furnish specific recommendations in 
this regard. However, not all of the transport subunit 
commanders are coordinating their actions with these 
recommendations. It is sufficient to state that nine 
billion more rubles were paid out during the first quarter 
owing to the fact that some railroads had indexed their 
wages higher than the wage agreement. This applies first 
of all to the Far Eastern, West-Siberian, Kemerovo, 
Kuybyshev and Southeastern main lines. 


Nor is full responsibility being displayed 1n all areas with 
regard to the implementation of another strategically 
important decision—ensuring that the contingent of 
service personnel is in conformity with the true work 
volume. Compared to March of last year, the volume of 
shipments declined by 30 percent, while the work force 
increased by 16,000 individuals. This factor alone 
caused a loss of 22 billion rubles. In order to correct the 
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situation, the number of people engaged in carrying out 
shipments must be increased by 14,000 by the end of the 
first quarter and by 45,000 before the end of the year. 


The minister suggested that this could be achieved by 
utilizing the experience of the Moscow Railroad, where 
skilful use was made of the mechanism of a natural 
run-off of people. 


The situation with regard to the payment of wages on the 
Trans-Baykal and BAM [Baykal-Amur Main Line] rail- 
roads, where they are only beginning to cope with the 
indebtedness for February, has been evaluated as com- 
pletely intolerable. Blame has been directed at the Sver- 
dlovsk, Kemerovo and other freight railroads, which are 
handling their accounts with transit main lines in a very 
poor manner. The railroads owe approximately 16 bil- 
lion rubles to the collectives of our plants, as a result of 
which wages have not yet been issued even for 
December! 


The first ruble earned must be used for wages, empha- 
sized the minister and only later—for remaining pay- 
ments. Unfortunately, however, only 600 billion rubles 
of the 1.2 trillion rubles’ worth of March earnings were 
credited to income accounts. The remainder—mutual 
credits and the output of enterprises. 


In touching upon wage policy, the minister once again 
noted that the railroad workers are being forced to index 
wages, since the prices for the material resources, fuel 
and electric power being consumed by transport are 
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increasing at excessive rates. The last indexing of pas- 
senger rates and the impending freight rates will in all 
probability make it possible to compensate for the first 
quarter losses, which reached 200 billion rubles. But the 
minister appealed for greater flexibility in this matter in 
the various areas. 


It bears mentioning that the attraction of freight has 
been and remains the chief task confronting the railroad 
and branch leaders. In March, 14,000 more tonnes were 
loaded on the whole throughout the network than during 
February. But this, it goes without saying, was of little 
consolation. Approximately five million tonnes were 
declined and this was equivalent to a loss of 80 billion 
rubles! 


During the selector conference, serious claims were 
addressed against the head of the Far Eastern Railroad 
for arbitrariness displayed in the handling of export 
freight. Because of him, high quality coal that had been 
paid for with currency, was burned in the boiler rooms of 
Valdivostock and Khabarovsk. 


The losses caused by unprotected shipments continue to 
remain quite high and just as in the past the fines for 
delays in freight deliveries are considerable. 


In summing up the discussion, the minister appealed to 
the railroad leaders to display greater initiative and to 
propose and adopt unique solutions that will have a 
positive effect upon the final result. The chief concern 1s 
the need for greater attention and specific work in the 
labor collectives. Without this there will be no improve- 
ment in the situation. 
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